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Portuguese EdP 
power sell-off 
oversubscribed 

Yesterday's issue of shares in Electricidade de 
Portugal, the national power utility, was heavily 
oversubscribed leaving retail and institutional 
investors with a fraction of the shares they 
ordered. The country’s biggest ever privatisa- 
tion was subscribed 37 timpg by retail investors 
and 26 times by Institutions. “Allocating the 
shares is proving painful,” said a banker dose 
to the co-ordinators. “Everyone except for a 
group of first-class tnaritnU nnw will get very 
little.” The sale of 180m shares, representing 30 
per cent of EdP's total capital, raised l fotfyvfrn 
($76.84bn) allowing for discounts for sm»n 
savers. Page 10 

Japan military moves The Japanese 
government is calling for legislation to enable 
the military to react to security crises outside 
Japan. If passed by parliament, the measure 
could clear the way for Japan’s first post-war 
involvement in east Asian peace-keeping 
operations. Page 18 

Computer groups to chaJ longs Oracle 

Leading personal com- 
puter manufacturers 
lnfilntting Compaq, 

Dell, IBM and Hew- 
lett-Packard have 
launched a new class of 
“Network PCs” aitngd 
at business. The NetPC 
is their answer to the 
“Network Computer" 
initiative led by 
Oracle’s Larry F-THsnw. | 
left Page 19 


Peace moves go on despite dashes: 

Clashes between Palestinians and 
soldiers continued in the West Bank town of 
Hebron and the Gaza Strip, as Egypt pushed on 
with efforts to restart peace talks suspended 
since Israel started work on a new Jewish settle- 
ment at Har Roma in east Jerusalem. Page 9 

IIS group rules out Airbus deal: Pratt & 
Whitney said it would not supply engines for 
the new Airbus Industrie 380«eat aircraft, leav- 
ing Rolls-Royce as sole supplier. The US com- 
pany has doubts about the profitability of pro- 
viding en gines for the aircraft. Page 6 

Arlans falls again: The second launch of 
Europe’s troubled new Ariane 5 rocket has been 
postponed again while an engine is replaced. 
Jean-Marie Luton, director gene r al of the Euro- 
pean Space Agency, said the launch would now 
take ptece on September SO. 

Out of Africa: France began withdrawing its 
troop6 hum Congo after evacuating more than 
6,000 foreign nationals caught up in a bloody 
political and ethnic dispute in the former 
French colony. Page 9 

Yeltsin ready for battle: Russia’s president 
Baris Yeltsin prepared to do battle with one of 
the country's most powerful regional governors 
by threatening to call early elections in the trou- 
bled Primorsky region in the east. Page 4 

Croatian election criticised: International 
monitors condemned Croatia’s pres identi a l elec- 
tions as biased in favour of the nationalist 
Frarjo Tudjman, who swept to victory with 
more than 60 per cent of the vote. PagB 4 

Hasan rOfet endu m * doubt: The future of 
referendums as an Instrument of political and 
social reform in Italy is in doubt after only a 
third of the nation’s fflm electorate bothered to 
vote in ballots last Sunday. Page 2 

Bosnia loans suspended: World Bank 
loans and new reconstruction projects for 
Bosnia have been suspended following the coun- 
try’s failure to make an $8m payment on its 
external debt Page 2 

Banks plan Hnk-up: UK-based Barclays bank 
is negotiating a strategic alliance with Japanese 
bank Hokkaido Takushoku to develop joint 
asset management and investment banking 
services In Japan. Page 19 

Lsbsnsss Bb w H sH ow calk The Lebanese 
government Is coming under increasing pres- 
sure to rescind protectionist measures and 
change import poMclcs. Page 

TnutsaBantfo superhighway: The first 
information superhighway across the Atlantic 
enables cheaper high-speed transmission of data 
through a fibre-optic cable. Page 5 

FT.com: the FT web site provides online news, 
comment analysis at http://wwwJT.com 
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By Lionel Barber and 
Robert Peaton fn Amst e r da m 

France and Germany patched 
up their differences over the 
terms of monetary union with 
a package of face-saving 
measures for the new left-wing 
government in Paris to boost 
employment and growth. 

The agreement keeps the 
European Union on course for 
launching the single currency 
on January x, 1999, while fail- 
ing to resolve the fundamental 
differences over the operation 
of the planned monetary imion 
and its membership. 

The single currency row had 
threatened to disrupt the 
Amsterdam meeting of EU 
leaders, whose chief tank is to 
update the 1992 Maastricht 
treaty by reforming the 


union's institutions and its 
decision-making ahead of 
eniargamant of the EU to cen- 
tral and eastern Europe. 

The Amsterdam compromise 
means that the German- 
inspired stability pact on bud- 
getary discipline, as well as 
the parallel on a 

reformed Exchange Rate Mech- 
anism and the legal status of 
the euro will go forward. 

In parallel. EU leaders have 
agreed two new political reso- 
lutions which offer rhetorical 
support for French demands 
for a political counterweight to 
the future European central 
bank, through a list of new 
commitments to employment 
and growth. 

The agreement bnirtc out th» 
possibility of member states 
exerting political influence 


over the management of 
exchange policy of the single 
currency, the euro - a 
long-y ta mting French demand. 

Mr Wim Kok, the Dutch 
prime minister, who led a fran- 
tic round of pre-summit diplo- 
macy to end the Franco- 
- German rift, hailed the 

mmprnmly 

“Europe is not just creating 
a monetary union with mone- 
tary and budgetary discipline. 
It is a Europe of employment 
with social content,” he said. 

Last night, the Dutch presi- 
dency expressed cautious opti- 
mism that agreement on a 
treaty was within reach today, 
despite last-minute hitcheB 
over Denmark’s objections to 
new EU-wide powers in immi- 
gration and asylum. 

The political resolutions 


include encouragement to the 
European Investment Bank to 
broaden its lending to promote 
job creation, greater focus on 
removing barriers to employ- 
meat and more political direc- 
tion in macroeconomic policy- 
making. This would include 
political influence over euro 
exchange rate. 

In addition, Luxembourg, 
which takes over the rotating 
EU presidency horn the Dutch 
on July 1, will bold a special 
summit to review steps taken 
by member states to improve 
employment policies. 

Mr Tbeo Waigel, Germany’s 
finance mfniatpr and the archi- 
tect of the stability pact, 
tnetetori that the Bonn govern- 
ment had not budged in its 
insistence that there would be 
no new money for EU-wlde Job 


creation. 

Mr Gordon Brown. UK Chan- 
cellor. who has been seeking 
the promotion of competitive- 
ness and flexible labour mar- 
kets, said: “The British agenda 
is leading the way." 

There were also indications 
that the UK would win guaran- 
tees for retaining control over 
its borders and immigration 
policy. Last night, EU leaders 
began hard bargaining over 
institutional reform including 
the size of the European Com- 
mission and a redistribution of 
voting weights in the Council 
of Ministers in favour of largo* 
countries. 

Lax, Page 18 
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New computer 
timebomb could 
halt systems 

Warning over 1999 short cut 


By Alan Cane 

Computer experts have 
discovered a new “time bomb" 
in older software which could 
bring many corporate systems 
to a halt in two years’ timp 

The problem conies as infor- 
mation services departments 
are struggling to cope with the 
“ millennium bomb” and the 
threat of comparing changes to 
handle the planned start of 
European monetary union on 
January 1 1999. 

It stems from the custom 
among programmers in the 
19705 of entering the date Sep- 
tember 9 1999 (09/09/99 or sim- 
ply 999999) to indicate the end 
of a project or the end of a set 
of records for processing. 

This was necessary to 
ensure that records were pro- 
cessed in the right order, with 
the first file for processing 
numbered 000000 and the 99999 
representing the software 
equivalent of a foil stop. 

As September 9 1999 

approaches many of these end- 
dates will be activated, bring- 
ing p r ograms that should run 
indefinitely to a premature 
halt 

Ms ElainR Eustace. of 
the Year 2000 team at GMG, a 
publicly listed European com- 
puting services group, said: 
“TOs new problem could hit 
any sector. Once found, it is 
not hugely difficult to correct, 
but the big worry Is time. 


Tharp is only a year and a half 
to go until the beginning of 
1999 and, with other well-doca- 
mented Issues to be managed 
in conjunction with this, it 
does not give anyone much 
breathing space.” 

Both the mlllannlmn h nrnh , 

which threatens to cause com- 
puter systems to behave 
unpredictably after December 
31, 1999, and the new data 
problem are the result of short- 
cuts and tricks used by pro- 
grammers to overcome the 
often inadequate so ftware and 
hardware, at the time. 

They were not aware of the 
problems they were bequeath- i 
ing because few believed their 
software would still be in use 
in the 1990s. 

In the US, the Oregon state 
gov ernmen t recently launched 
a recruitment drive because it 
faces a shortage of program- 
mers who know the software 
languages used to program 
mainframe computers in the 
1960s and 1970s. Veteran pro- 
grammers are expected to 
make up a third of the 200- 
strong task force being set up 
to solve the problem. 

Ms Eustace says the new 
problem will be only be experi- 
enced by companies with 

Tpnfrnframft computers r unning 

older software. “If orders, poli- 
cies or premiums are sched- 
uled over the weeks following 

Continued cm Page 18 



Turkey's Islamist prime 
minister Necmettin Erbakan 
yesterday defied strong pres- 
sure from the armed forces on 
his government. He said he 
was confident his coalition 
would survive until elections 
in a few months and refused 
to confirm reports be would 
stand down this week. Report, 

Page 18 PtoturK AauMr 


NatWest 
executive 
quits as 
bank warns 
on profits 

By John Dapper and 
WHKam Lewis 

National Westminster Bank, a 
leading UK universal bank, 
was plunged into crisis yester- 
day after Mr Martin Owen, its 
head of investment banking, 
resigned and the bank issued 
a profits wanting. 

Mr Owen's resignation fol- 
lows the discovery of mis- 
pricing of Interest rate options 
in March, which cost the bank 
£77m (SI 25m), and pressure 
from institutional sharehold- 
ers over Inadequate returns 
from investment banking. 

NatWest shares dropped by 
5 per cent after rising earlier 
on hopes that it would reduce 
investment in NatWest Mar- 
kets, its Investment Kawirfng 
arm. The bank said It was 
undertaking a thorough 
review of NatWest Markets. 

NatWest Markets is expec- 
ted to cut or close its euro- 
bond sales and trading arm, 
and some managers said they 
expected a reduced emphasis 
on corporate advisory work. 
Trading of equity derivatives 
may be put under scrutiny. 

Mr Derek Wanless, Nat- 
West’s chief executive, said 
the bank intended to “define 
more precisely what our ambi- 
tions are. We are still commit- 
ted to investment banking, 
but not to be all things to all 
men”. It would retain global 
ambitions for some busi- 
nesses. 

NatWest's decision to trim 
parts of NatWest Markets Is 
the first overt move by a Euro- 
pean bank to modify its ambi- 
tion to own a leading global 
investment bank. A similar 
expansion strategy has been 
followed by large Swiss and 
German hanks- 

Investors were critical of 
NatWest's strategy of expand- 
ing its Investment banking 
operations through acquisi- 
tions, and some said they 
thought Mr Wanless might 
eventually be forced to resign. 

One investor described Mr 
Owen as a “sacrificial lamb”, 

Continued on Page 18 
Lex. Page 18 
Another blow for British bank- 
ing’s image. Page 19 


S Korean bank launches 
new ‘disaster-proof bond 


By Edward Luca 

The state-owned Korean 
Development Bank yesterday 
broke new ground in the inter- 
national bond markets by 
offering buyers of a new $300m 
band a chance to redeem their 
investment early If the bank’s 
credit raring is downgraded. 

The deal - which is consld- 
I arad highly innovative by bond 
| analysts - was organised by 
Goldman Sachs, the US invest- 
ment bank, and is designed to 
reassure investors unsettled 
by Korea’s recent economic 
difficulties. 

Although South Korea has 
has an investment-grade crecBt 
rating, foreign confidence In 
the country has been dented 
by a slowdown in economic 
growth, fa T 1 fag export orders 
and worries about the coun- 
try's competitiveness. 

Investors will have the right 
to redeem the bond before it 
matures in June 2002 if Korea 
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is downgraded to below A3 by 
Moody's Investor Services or 
to below A- by Standard & 
Poor’s, the sixth highest possi- 
ble rating. The bank currently 
enjoys a rating of A1/AA-, the 
MiM level as the South Kor- 
ean government 

“This is basically a form of 
disaster insurance for inves- 
tors,” said a bond analyst in 
London. “It also arables the 
Korean Development Bank 
(KDB) to borrow from the 
band markets at a lower cost 
If it is popular we expect to see 
many more." 

Officials at Goldman Sachs 
said that the f30Qm bond bad 
been. bought by the kind of 
'investor who would normally 
avoid Korean debt. 

“The presence of the putta- 
ble option [the right to re d ee m 
the bond before its maturity] 
has given the more conserva- 
tive fund managers the confi- 
dence to invest in this issue,” 
said one Goldman official. 


CONTENTS 


Bankers said the offering had 
also been particularly popular 
in Europe, where demand 
would normally be weaker. 

By contrast Asian investors 
appeared unfazed by Korea’s 
recent economic travails. 

“The investment community 
in Asia needed less reassur- 
ance about Korea's economic 
stability than investors in 
Europe," the nfflHal arlAftri 
The bond carries a floating 
rate of interest and was priced 
to yield 18.75 basis points (a 
basis point is one hundredth of 
a percentage point) above 
Libor - the rate at which Lon- 
don hanks land to web other. 

Analysts said that the KDB, 
which, as a state-owned bank, 
acts as a proxy for the Korean 
government in the interna- 
tional bond markets, would 
normally expect to issue debt 
at five or 10 basis points above , 
this level. 

Capital markets, Page 26 
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NEWS: EUROPE 


Brown’s jobs mitiative. fosters deal that averts French threat to block stability pact EU lowers its 


Britain helps keep Emu on track 


By Robert Peston 
in Amsterdam 

Mr Tony 
Blair's gav- 
e r a m e n t 
achieved 
something 
yesterday 
which it is 
loath to 
admit in pub- 
lic: it played 
a significant part In prevent- 
ing the project to create a 
European single currency 
from being derailed. 

The employment and 
growth pact which European 
Union government heads 
agreed yesterday - and 
which papered over the dif- 
ferences between France's 
new Socialist administration 


and the German government 
On monetary union — owes 
much to the jobs initiative 
launched a fortnight ago by 
Mr Gordon Brown, the UK 
chancellor of the exchequer. 

It is filled with New 
Labour soundbites and 
ideas. AH EU members com- 
mitted themselves to review- 
ing their tax and benefit 
systems to root out disincen- 
tives to job creation. They 
vowed to increase the 
“adaptability" of their 
labour markets in the face of 
rapid economic change. 
They promised to take steps 
to increase the “employabil- 
ity’’ of their workforces 
through investment in edu- 
cation and training. 

The deal represented a 
neat way of satisfying 



Hacks’ taste 
for a story 
has its limits 


The egalitarian Dutch are 
happy to pot anyone In their 
place if they overstep the 
bounds of their authority. 
One who was deemed to 
have done so yesterday - if 
only by a few metres - was 
Mr Doug Henderson, 
Britain’s new minister for 
Europe. Going with a 
television crew to be 
interviewed on the banks of 
the Axnstel river, he was 
turned back by a policeman 
because that was an area 
designated for the press to 
have their lunch. 

The meals for hungry 
hacks are being served on 
canal barges moored 
alongside. Appropriate for a 
seafaring nation perhaps, 
bat ministers and officials 
from the member states eat 
on dry land. As the Dutch 
presidency nears the end of 
its fraught six-month 
helmsmans hip, The Hague 
probably feels there has 
been more than enough 
rocking of the European 
boat recently, 

□ □ □ 
Shunning the fare an offer 
at his Hotel de l’Europe, 
Belgium's prime minister, 
Mr Jean-Luc Dehaene, was 


spotted dining on Sunday 
with a small group of 
advisers at the popular and 
distinctly unpretentious 
Restaurant Luden in central 
Amsterdam- Rather than an 
elaborate array of choices, it 
offers a three-course set 
menu of unfossy dishes for a 
frugal FI 4450 (S22. 80k 

Was this a gesture of 
disapproval for the Europe & 
la carte which some other 
leaders have been pursuing? 
An indication that, with the 
Belgian budget deficit closer 
to 4 per cent of gross 
domestic product than 
Maastricht’s 3 per cent 
ma-rimHirij expenditure 
restraint has reached the 
highest levels of 
government? Or merely that 
Mr Dehaene, who rivals 
Chancellor Helmut Kohl for 
portliness, was seeking to 
do a bit of his own 

belt- tightening? 

That consideration may 
have been jogged by an 
alarming prospect which the 
heads of government face 
today: their host city is 
presenting them each with a 
bicycle, in the dear hope 
that the “family photo" 
which traditionally raids the 


French demands for greater 
EU emphasis on employment 
while quieting German fears 
about the French appetite 
for expensive job-creation 
schemes. 

Without such a deal, there 
was a real risk that the 
French government would 
block final agreement on the 
socalled stability pact, the 
fiscal disciplines to be 
imposed cm Emu members. 
“You could say we have res- 
cued Emu," said a member 
of the government, 
“although I would be grate- 
ful if you did not say it too 
loudly." 

The British position on 
monetary union is that ster- 
ling’s entry at the launch 
date of 1999 is “highly 
unlikely”, although it 


retains “a very real option" 
to join at a later date. 

However, ministers and 
Treasury officials are con- 
vinced that the single cur- 
rency will be disastrous far 
Europe if EU labour markets 
do not become more flexible. 
“Our basic position is that it 
is important we create the 
conditions in which mone- 
tary union stands a chance 
of succeeding, whether or 
not we join," said an offidaL 

Because of the extreme 
political sensitivity of the 
single currency question in 
the UK, this is not an 
achievement the prime min- 
ister can shout from the 
rooftops. However, on the 
EU ambitions he can discuss 
more frankly, be made more 
modest progress. 


It seemed likely yesterday 
that a new EU treaty would 
contain two protocols guar- 
anteeing Britain's perma- 
nent right to control Its own 
borders and allowing the UK 
to “qpt in" to any EU justice 
fmrt fafm pfc affairs initiatives 
it felt appropriate. 

However, an agreement 
had not been reached, 
because Mr Riafr remained 
concerned that the European 
Court of Justice could have 
the ability to erode British 
autonomy. 

Similar ly, he was hopeful 
his fellow leaders would 
drop their of transform- 
ing the EU Into a defence 
organisation. There were 
also signs that a deal might 
be concluded stemming 
Spanish inroads into tbe 


British fishing Industry 
through so-called “quota- 
hopping". 

What was abundantly 
dear was that Mr Blair, Mr 
Robin Cook, the foreign sec- 
retary. and Mr Brown were 
in general treated with 
respect by their colleagues. 
The renewed influence of the 
UK was also visible In the 
confidence displayed by Brit- 
ish officials who. In the 
dying days of the previous 
government, had become 
increasingly despondent. 

“We and the French and 
the Germans have put jobs 
and dynamism at tbe top of 
the Ed's agenda,” said a 
senior official. “You can't 
imagine how wonderful it is 
to' feel that you are actually 
being listened to.” 



Taking the protest to the politicans: Spanish olive growers demonstrate against subsidy cuts in Amsterdam’s city centre ap 


summit will depict the 15 
astride their new 

conveyances. Made by 
Batavus, part of Atag 

Holding, a Dutch consumer 
products group, they have 
been sprayed silver-grey and 
adorned with tbe 
Amsterdam municipality's 
“Capital of Inspiration" 
logo. No mention of 
specially strengthened 
frames, though. 

□ □ • □ 

Queen Beatrix gives every 
i m pres s ion of being as 
comfortable on the seat of 
her bicycle as on the throne. 
She may have been able to 


provide some pedalling 
pointers yesterday when she 
received the heads of 
gove rn ment for hmch at the 
palace on the city's Dam 
square. Shu reminded them 
that the palace was a gift 
from the city: it was 
previously the town hafi. 

Its presence accords . 
Amsterdam tbe designation 
Of capital of the Netherlands 
- Hie Hague Is merely the 
seat of government. Though 
Crown Prince Willem- 
Alexander is next in line, 
the House of Orange has had 
a woman as monarch since 
1898. Female company for 


her was absent at 
yesterday's lunch, however, 
and Amsterdam's Mayor 
Schelto Pa fijn remarked on 
local television that the 
current composition of the 
European Council was “a bit 
of a gentlemen’s dub". 

No one was actively 
lamenting the absence of 
Baroness Thatcher, who bad 
departed the scene by the 
time of the Maastricht 
g niimii * in December 1991, 
when tiie Dutch were last in 
the chair- But the final 
version of tbeir draft Treaty 
of Amsterdam, circulated 
yesterday, contains a 


number of provisions 
committing tbe EU to 
promote gender equality. 
This may satisfy the 
European Women's Lobby, 
representing 2,700 member 
associations, which had 
petitioned the presidency for 
such changes. “Women are 
no longer willing to sit on 
the substitutes’ bench of 
team Europe: we must 
line-out with our male 
partners," said Ms Gertrud 
Wartenburg, its president. 
Tough staff. 

Gordon Cramb 


sights over 
sensitive goals 


By Emma Tucker 
in Amsterdam 

The chief selling point of the 
new European Union treaty 
under discussion in Amster- 
dam was always going to be 
its focus on freedom, secu- 
rity and justice for the 
peqple of Europe. 

The big Idea was to give 
citizens the right to move 
freely around the 15-country 
bloc, while guaranteeing 
their personal safety 
through harmonisation of 
laws in the field of justice 
and interior affaire. 

The plan involves disman- 
tling all internal border con- 
trols on mainland Europe, 
honing - the external 
border and co-ordinating 
laws in areas such as asy- 
lum, Immigration and visas. 
But the proposals on the 
table are so limited tbat 
reaching this goal may prove 
difficult. 

Surprisingly, it was late 
second thoughts from Ger- 
many which led to a 
watering down of the revised 
treaty’s ambitions. 

As recently as last week, 
draft texts included propos- 
als to introduce qualified 
majority voting in the Coun- 
cil of Ministers for decisions 
relating to asylum, immigra- 
tion and visas and the free 
movement of people, after an 
interim period of 3-5 years. 

But under pressure from 
Germany's 16 state govern- 
ments. which share responsi- 
bility for immig ration with 
the federal government. 
Bonn has completely 
reversed its position on 
integrating justice and home 
affairs. On its insistence 
such decisions remain sub- 
ject to unanim ous approval 

"The Germans have inter- 
nal problems.” said a Coun- 
cil offidaL “They think too 
much integration could lead 
to solutions that would cre- 
ate difficulties at home." 

Some Lander, such as Bav- 
aria, fear that co-ordinated 
EU immigration policies 
could grant third-country 
residents living legally in 
one EU country the same 
rights of movement as EU 
citizens. They have insisted 
Germany retain a veto on all 
issues relating to immigra- 
tion policies. 


The watering down has 
come as a bitter disappoint- 
ment to countries such as 
Belgium. Luxembourg and 
the Netherlands, which want 
to co-ordinate policies on 
issues that remain the pre- 
serve of national interior 
ministries. What is more, 
they wanted to be able to tell 
their citizens that freedom oi 
movement was to become as 
much a reality for people as 
it has become for goods and 
services. 

It is doubtful that what is 
on the table will allow them 
to do this. Asylum, immigra- 
tion and visa policy will be 
“communitartsed", allowing 
the European Commission to 
initiate proposals and giving 
the European Parliament 
and the European Court of 
Justice a role. 

But decisions will still be 
subject to unanimous con- 
sent, an arrangement that 
until now has blocked virtu- 
ally any harmonisation on 
justice and home affairs. 
There is a provision for 
introducing qualified major-- 1 
ity voting after five years, 
but the move will not be ’ 
automatic - it will happen 
only if all member states 
agree or, according to a new 
compromise on the table, at 
least two-thirds. 

Other issues, notably law 
and order, will remain mat- 
ters for intergovernmental 
co-operation. 

If the lack of ambition has 
disappointed the Benelux 
countries, it has helped 
avoid ructions with Britain. 
The UK has successfully 
negotiated the right to keep 
its border controls. 

On the other hand, the 
arrangements pose problems 
for Denmark, which is 
obliged to hold a referendum 
on any decision that trans- 
fers sovereignty from Den- 
mark to EU Institutions. 
“Comm uni tarisatlon" of asy- 
lum and immigration would 
involve such a transfer. 

Following Denmark's No 
to tbe Maastricht Treaty, the 
government does not want 
to run the risk of a referen- 
dum again. But nor does it 
want to be frozen out of oil 
negotiations and decisions 
relating to asylum and immi- 
gration. It is thus looking for 
a special arrangement. 


Iri privatisation moves into a higher gear 


The Italian treasury has won 
an important battle to speed 
up tbe privatisation of com- 
panies owned by Iri, the 
state holding company, by 
refusing to renew the three- 
year mandate of chairman 
Mr Michele Tedeschi. 

The removal of Mr Tedes- 
chi was approved over the 
weekend by the government 
after two weeks of intense 
infighting over bis future. 
The movewas endorsed yes- 
terday at Iri’s annual meet- 
ing. 

He has been replaced by 
Mr Gian Marla Gros-Pletro. 
55, a respected industrial 
economic professor who is 
an adviser on strategy to the 


CORRECTION 

Conference 
on Albania 

The Rome international 
conference on Albania will 
not take place on Wednesday 
June 18. as indicated in the 
FT Guide to the Week 
yesterday. A date for the 
conference will be fixed after 
the Albanian elections on 
June 29. 


industry ministry. 

The new chairman’s brief 
is to wind up this huge hold- 
ing - created during the 
1930s depression under the 
dictator Mussolini - within 
the next three years. 

"This is the last mandate 
and the three-year period 
must be observed," said Mr 
Pierluigi Bersani, the indus- 
try minister. He added: "The 
new leadership must acceler- 
ate privatisations and are 
fully qualified to do this, 
keeping in mind industrial 
strategy " 

The treasury, responsible 
for the state’s shareholding 
in Iri, had become increas- 
ingly frustrated over the 
slow progress of privatising 
Iri's extensive assets. This 
first surfaced last December 
when the treasury took 
direct control of Iri’s stake in 
Stet, the state-controlled 
telecoms group. On this 
occasion Mr Carlo Azeglio 
Ciampi, the treasury minis- 
ter. announced Iri's tradi- 
tional role had finished and 
the logical move was to wind 
it up. 

Since 1992 divestments 
have totalled over L24.000bn 
which the Iri management 
insisted was a good track 
record. But at the end of last 


year consolidated net assets 
were still Ll0.600bn with 
holdings as varied as Alit- 
alia. the national airline, 
Fincantieri. the leading 
builder of cruise ships; Fin- 
meccanica, tbe high technol- 
ogy and defence group, tbe 
RAI state broadcasting 
organisation, and Banca di 
Rama. Against these assets 
were debts of L9,400bn - 
nearly double the figure set 
by the EU Commission 
under a 1993 agreement 

The management shake-up 
should go some way to pla- 
cate the growing impatience 
of Mr Karel Van Miert, the 
EU competition commis- 
sioner, over Iri’s failure to 
honour this agreement. A 
deadline to reduce Iri's debt 
to around L5,000bn had been 
fixed for the end of this 
month; but the holding is 
almost certain not to meet 
the target because there 
have been delays in the 
sell-off of Autostrade, the 
motorways group. 

Both the treasury and the 
industry ministry had 
sought to remove Mr Tedes- 
chi. However, he had impor- 
tant allies in Mr Romano 
Prodi, the prime minister, 
who had held his job at hi 
on two separate occasions 


for a total of eight years, and 
in Mr Enrico Michele, who 
was recruited from being 
managing-director of the 
holding to run the prime 
minister's office. 

A compromise to allow Mr 
Tedeschi to remain with 
reduced powers was rejected 
by Mr Tedeschi himself. 

The treasury had hoped to 
appoint by Mr Paolo Baratta, 
an economist and former 
minister in the Ciampi, 
Amato and Dini govern- 
ments. But apparently in a 
sop to the Prodi camp and to 
the left, the choice fell on Mr 
Gros-Pietro. He Is deputy 
head of the scientific com- 
mittee of Namisma, the Bolo- 
gna-based research organisa- 
tion and consultancy, which 
Mr Prodi helped found. 

The treasury is likely to 
pay a high price for getting 
its way over Iri. 

This may well take the 
form of being obliged to 
accept a ’softer' reform of 
pensions and welfare. Mr 
Prodi and his wUios on the 
left are reluctant to confront 
fha unions on this issue in 
the wake of the Socialist 
victory in the French 
elections. 

Robert Graham 



life. end of « mandate 

'^teiourtrafatodby dhpoMto. July 1992-Dec 

• NX -* To ox tern • * f-bfin?-'-." /Tote 
v . i . . .. . PiMMtonB tnnstotad priwU sa Honv (thpooto ' doponlk 

i>oiabieoow a«Hh»* 2 » w3 ^ 


'SClWw' 




MtatC’dQbbnV 


The Riddle of Amsterdam 

How sn Ike E«ra wnh fjl nrptmimx? 

Ikn n K pufiMc la tnd ■ nujor pb aan 

P n 'f raBBe Ac ban uf Ac Amcrm 
Sr* Deal •dlwn ctraaf: nos. nr dncaouif. 
nonon urn’ find Mm... 

Full Employment for Europe 

Rea Cotta MEP* Stut lluflad 
CLontonn PAPER 19^1 

Ttecwfw * fal xalc ta popaaacpfcTtmoai 
pspruKK. a (rcwttil u fc Europe* 

Dear Commissioner 
wiuj+jj uun Iw* Europe' 

Aa rK -i iay: fer-wa Koj Coma. 
5irTfT tnd nfiffl 

CUTTH OMJO PAPES £9 .W 

‘...i wry awful gwi —aou to Ar Mats an 
ja map m i^huum ro [tc people 

« fcuvpt 1 trot an a ■utt nmtaifae xnaa 
itcnnan ikn u mcmi . * 

Eilnnl Htafli. 

Atuifafclf Iran Sfufctsmu Boob 
Td - pi 15 omnia Hu: mi? 94:0*13 
E-MAIL 10l«5ft^l53tMiapBicrwMBW 


FINANCIAL TIMES 

Published by The fimndil Tints (Europe) 
GmbH. Nibdmwiiplae 3. 60318 Frank- 
furt am Main. Germany. Telephone ++49 
W 156 850, Pin ++40 « 596 4481. Reprr- 
smi tA in Frankfim by I. Wafer Brand, 
WQhdm i. Brfaori, Cofin A. Kerman! a 
Gesdkifuffihitr and in London by David 
CM. M. Chairman. and Ata C. M3fe. 
Deputy Clniman. The shareholder of the 
Financial Times (Europe) GmbH is Pen- 
son Overseas tfa&fap Limited. 3 Borling- 
lon Gardens. London. W1X ILL 
Shareholder of itas company B Raima 
pfc, regsered at the same address 
GERMANY: 

Responsible for Advertising content: Grim 
A- KennanL Primer. Hdrriya latnnauaoal 
Vethjpgexllfdufl mbH. Admhnl-Rwoi- 
<bti- Stnsse Ja. 63263 Ncu Iseobure ISSN 
0174 7363. Responsible Editor. Richard 
Lambert, da Tbe Financial limes IJimwri 
Number One Southwark Bridge. London 
SEIOHL 
FRANCE: 

Publishing Director. P. MaravMta, 42 Rue 
U Boftic. 15008 PARIS. Tetubont (01) 
J3 T6 8254, Fas (DI) 5376 8253. Primer 
S.A. Nwd Eclair. 15/21 Roe de Cairo. 
F-W100 Routaix Cedes l. Editor. Rkhud 
Lambert. ISSN 1148-2753. Commission 
Puitaiie No 678080. 

SWEDEN; 

Rapomdbfc PubEsher Huh Caroegy 468 
618 6088. Printer: AB kvallsudaisjgra 
Esp reaen , PO Bos 6007. $.550 06 . 
Jdnkdpmg. 

C Tbe Financial Times Limited 1997. 
Edoor. Richard Lambert, c/o The Fmandil 
Times l i m ite d . Number One Sootinmrie 
Bridge, London SE1 9KL 
R 


Referendums fail after low vote 


By Robert Graham in Rome 

The future of referendums as 
an Instrument of political 
and social reform in Italy 
was in doubt yesterday after 
only one-third of the nation's 
49m electorate bothered to 
vote In ballots held last Sun- 
day. 

The turnout foil well short 
of the 50 per cent required to 
make Che votes valid, and as 
a result all seven referen- 
dums were annulled. It was 
the lowest level of voting 
since referendums were 
introduced in Italy in 1974. 

The issues that Sunday's 
referendums were meant to 
decide ranged from abolish- 
ing the treasury's right to a 
“golden share" in privatisa- 
tions and ending discrimina- 
tion against conscientious 
objectors to excluding hunt- 
ers from private property 
and ending the journalists' 


closed shop. All but one and had made little effort to 
bad been promoted by the stimulate interest in the 
movement headed by the Issues at stake. There was a 
veteran radical Mr Marco widespread feeling the refer- 
PanneHa, who had originally endum movement had 
sought to introduce ref- undermined its credibility by 
erendums on no fewer forcing the public to take a 

The turnout fell well short of 
the 50 per cent required to make 
the votes valid. It was the lowest 
level of voting since referendums 
were introduced in Italy 


than. 19 different issues. 

Tbe outcome was a big 
personal setback for Mr Pan- 
nella. However, he appeared 
undaunted yesterday, prom- 
ising: to promote 30 new ref- 
erendums. 

In contrast, the main polit- 
ical parties treated Sunday’s 

palls With Scant Hithumamti, 


stand on issues of concern to 
only specific Interest groups. 
Originally the referendum 
movement had focused on 
big issues which crossed the 
party divide such as divorce 
and abortion. 

Mr Paxraella tried to 
explain the poor turnout by 
blaming the media for delib- 


erately avoiding discussion 
of the referendums. But the 
television and the press - 
thantra to Mr PanneHa' s pro- 
testations - h?d provided 
ample coverage. In the poll 
itself all the proposals put 
forward by Mr P ann ella 
obtained an average of 
almost two-thirds of the 
votes cast 

The outcome is likely to 
lead to a reassessment of the 
whole referendum process. 
In particular, parliament Is 
expected to focus on whether 
the existing requirement for 
a referendum to have a mini- 
mum of 500.000 signatures 
before it can be examined by 
the constitutional court 

The referendum move- 
ment has proved it is rela- 
tively easy to obtain the nec- 
essary 500,000 signatures, 
and this minimum may now 
be raised closer to lm. 


EUROPEA^^jEWSDIGECT j 

Bank suspends 
Bosnia loans 

World Bank loans and new reconstruction projects for 
Bosnia have been suspended after the country's failure to 
make an $8m payment on its external debt A 30-month 
grace period on the instalment expired last Friday, the 
bank said. 

Bosnia owes $2bn as its share of former Yugoslavia’s 
debt and is currently servicing a consolidated $680m loan ' . 
to the World Bank with regular six-month payments. 
However, officials from the country's cash-strapped Serb ' 
entity say they cannot pay their 33.8m share of the $&u . 
instalment • 

The World Bank Is concerned that the debt problem 
could undermine plans to win £i.4bn in aid pledges at a 
fund-raising conference for Bosnia scheduled for June 24 
in Brussels. Reuter, Sarajevo 

Commerzbank tax payment 

Commerzbank has settled its dispute with Frankfurt tax 
authorities by paying most of the DM500m (3295m) 
demanded. But prosecutors are still investig ating 
directors responsible for the bank’s tax affairs between 
1984 and 1994. The dispute centred mainly on the tax 
position of foreign operations . 

The bank said its tax reserves were larger than the 
amount paid, so there would still be money left over. 
Analysts put this at about DMlOQm. which would be 
added to 1997 net profits. They estimated the bank had 
paid about DM450m. 

The continued investigation of top employees was 
questioned by the bank because, it said, there were no 
firm guidelines at the time on how assets of foreign 
subsidiaries and changes in country loan risks should be 
han(Ued - Andrea Fisher, Frankfurt 

Rapid growth worries Finns 

Finland’s central bank 
yesterday voiced concern 
about growing inflationary 
pressures stemming from 
robust economic growth. 
Gross domestic product Is 
projected to expand by 4-5 
per cent this year. 

However, it saw no 
imm e diate need to tighten 
monetary policy. The 
country's inflation rate is 
among tbe lowest in the 
European Union. Consumer 
prices rose 0.2 per cent in 
May, against April, 
according to official 
figures, but remained at l 
per cent on an aTmua! 
basis. A 2J> percent rise in house prices was the main 
factor behind the upward trend. The economy's buoyant 
state was demonstrated by a 7J9 per cent increase in 
annual industrial output in April, although this was 
below the BB per cent recorded in March. Greg Mclvor, 

Stockholm 

■ Italian producer prices were unchanged to April from 
March and were 0.8 per cent higher year-on-year. 

■ Polish annual inflation fell from L5.3 per cent to April 
to 14-6 per cent in May 
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NEWS: EUROPE 


Lionel Barber spots a familiar theme in single currency preparations 

Play it again, Paris and Bonn 



There was an 
air of deja vu 
about yester- 
day's summit 
compromise 
'between 
France and 
Germany over 
. budgetary dis- 
Pre paring Cipline in the 

for Emu planned single 
c urr e n c y 

zone. 

just six mouths ago in 
Dublin. EU leaders pro- 
claimed with some relief 
they had reached agreement 
on a stability and growth 
pact designed to enforce 
sanctions against countries 
running excessive budget 
deficits. 

Fast forward to Amster- 
dam. where a similarly 
relieved Dutch presidency 
announced that a breach 
between Paris and Borm had 
been avoided on the very 
Mnw pact. 

“There are only winners in 
this game," said Mr Gerrit 
ZflTm , Dutch finance minis- 
ter, “there no losers." 


Mr Zalm’s comments 
scarcely do justice either to 
the war of nerves which has 
been running over the past 
seven days, since the new 
left-wing government in 
France announced it needed 
more time to consider the 
terms of the stability pact, or 
to the underlying div isions 
between the French and Ger- 
mans over the operation of 
monetary union. 

In terms of rhetorical com- 
mitment, Mr Lionel Jospin, 
the new Socialist prime min- 
ister, has made some head- 
way in his campaign to put 
employment and growth. at 
the top of the EU agenda, 
rather than following the 
German-led mantra of mone- 
tary discipline and fiHMi 
austerity. 

First, EU leaders will issue 
a resolution - a strong politi- 
cal signal rather than a dec- 
laration with legal w eig ht - 
fleshing out existing provi- 
sions in favour of greater co- 
ordination of macroeco- 
nomic policies via EU 
finance ministers. 

The French have pushed 


for new language to give the 
Council of Ministers a rede in 
the formulation of euro 
exchange rate policy vis-a- 
vis the dollar and yen, while 
respecting the Maastricht 
treaty’s stipulation that the 
primary role of the Euro- 
pean Central Bank must be 
price stability. 

“The French consider as a 

matter of principle that the 
future ECB in Frankfurt can- 
not exist in a political vac- 
uum," explained a Dutch 
diplomat, “and so this is the 
first building block creating 
a political counterweight to 
the bank, a so-called eco- 
nomic government.” 

Second, Luxembourg, 
which takes over the EU 
presidency on July 1, will 
hold a summit on employ- 
ment In the autumn. Though 
this risks becoming yet 
another EU talk-shop, 
French officials argue that it 
complements the employ- 
ment chapter in the revised 
Maastricht treaty under flwai 
negotiation in Amsterdam. 

Third, Mr Jospin has 
pressed his partners to con- 


sider fresh commitments to 
extend the range of loans 
which the Luxembourg- 
based European Investment 
Bank offers to infrastructure 
projects, as well as small and 
medium-sized businesses. 

On the other side of the 
bargain, Mr Tfaeo Waigel. 
Germany's finance minister 
and architect of the stability 
pact, claimed that Bonn bad 
given no ground on three 
key points: the pact itself 
would remain untouched; 
there would no new EU-wide 
responsibilities for job cre- 
ation; and the EU would not 
stump up one extra sou for 
make-work initiatives 
dreamt up in Brussels. 

Mr Waigel's claim was 
supported by the British and 
Dutch, bath, of whom have 
taken a hard line against 
Increases in the EU budget 
“These matters may be open 
for some people," said one 
Dutch diplomat, “but they 
are dosed for others." 

The EIB also Issued a note 
of caution yesterday, noting 
that it ha d already lent Ecus 
33hn ($37bn) on the trans-Eu- 


ropean infrastructure net- 
works (TENs) since Decem- 
ber 1992. 

The EIB’s basic reserves 
amount to Ecu&2bn. as well 
as a supplementary reserve 
of Ecua^bn this year, bol- 
stered this year by EcuSQQm 
from treasury operations. 
The riskier the EIB’s lending 
profile, the greater the need 
for strong reserves - or the 
Bank’s triple A credit rating 
could be put in jeopardy. 

The wild card in these cal- 
culations is Mr Waigel. He 
shocked his fellow finance 
ministers a week ago by 
announcing that Germany 
intended to claim a dividend 
from the EIB, the first-ever 
in its nearly 40-year history. 

Mr Waigel's request was 
one mare sign of haw cash- 
strapped the Bonn govern- 
ment is as it tries to meet 
the Maastricht deficit targets 
for the single currency, and 
why Germany looks askance 
at French request for more 
spending. In this respect, 
Amsterdam, like Dublin, 
looks like a mere dress 
rehearsal for battles to come. 


German unions open to change 


G erman unions have 
shown more willing- 
ness recently to 
modify the roles erf the coun- 
try's notoriously inflexible 
labour market, but full flexi- 
bility is still a long way off. 
Without it, European mane- 
tary union might be ham- 
strung from' the start 4.4m 
unemployed, or 11.4 per cent 
of the workforce, in Europe’s 
biggest economy hardly 
seems sensible preparation 
for the pressures the single 
currency is hkefy to bring. 

When exchange rates are 
locked, something else has 
to give whan economic 
adjustment is needed. Some- 
times fiscal policy can help - 
taxes rise in wealthier 
regions to pay for increased 
spending in areas facing 
harder times. However, In 
Emu as it is presently envis- 
aged, fiscal flexibility is 
likely to be restricted by the 
stability pact designed to 
keep countries* spending 
under control. 

The labour, market pro-, 
vides another means- -of 
adjustment. In depressed 
regions, wages fall until the 
unemployed can be put back 
to work. But this relies an 
wages being able to fidL In 
Germany, where strict gov- 
ernment regulation and 
strong unions prevent wages 
from falling, thin is not 
always the case. Companies 
also face big costs if they 
have to make workers 
redundant. 

This failing lies at the 
heart of eurosceQtics’ dark 
visions of what might go 


wrong after Emu. If wages 
do not adjust to make 
depressed regions competi- 
tive again, whole countries 
could be doomed to chronic 
unemployment, or - perhaps 
worse - there could be large- 
scale migration of labour 
from struggling areas to 
areas where there are more 
jobs. The political pressure 
might faring the collapse of 
the whole Emu project 
The German government 
employers and unions have 
all recognised the need to 
take concrete steps to free 
the labour market Perhaps 
the most visible change has 
been the reform of shop 
opening hours introduced at 
the end of last year. This 
allowed shops to extend 
their hours until 6pm on 
weekdays and to 4pm on Sat- 
urday. The hope was that 
increased shopping time 
would lead to more jobs, but 
the impact has in fact been 
limited. 

The biggest strides 


order books are not as fiilL 
Perhaps the latest and 
most striking example of 
greater flexibility was this 
month's agreement between 

nrrinrva and companies in the 

chemical industry, one of 
Germany’s most important 
This pact allows compa- 
nies to cot wages by up to 10 
per cent during economic 
downturns in return for not 
laying oft workers. This fol- 
lowed the deal in April by 
Ford’s loss-making German 
arm to cut workers' benefits 
to save $12Qm a year in costs 
in return for keeping jobs 
and investment in Germany. 

But more conservative 
unions remain resistant to 
change. Earlier this year the 
metalworkers’ union called 
for a further shortening of 
the working week to 32 
hours - prompting cries of 
outrage from companies 
such as Bosch, the electron- 
ics group, which warned 
they would shift more of 
their production abroad if 


economists argue that if cap- 
ital can move freely, compa- 
nies can move their invest- 
ments to depressed - and 
therefore cheaper - areas so 
that people do not have to 
move away. 

Economists such as 
Thomas Mayer at Goldman 
Sachs in Frankfort think the 
situation will have to get yet 
worse before government 
and unions are forced to 


make more improvements. 
Eventually, the increasingly 
flexible agreements made at 
the company level will whit- 
tle away the authority of the 
unions, forcing them to 
change. The greatest cata- 
lyst for transformed labour 
markets could be Emu, 
which itself might not sur- 
vive without liberalisation. 

Graham Rowley 


Markets more sure 
of Emu start on time 


By Wolfgang MQnchau, 
Economics Correspondent 

Franco-German efforts to 
find a compromise over the 
stability pact have strength- 
ened market expectations 
that European economic and 
monetary union (Emu) will 
go ahead on time with a 

wide membership base. 

J.P. Morgan's Emu calcu- 
lator, which reflects market 
expectations, puts Italy’s 
chances back up at 60 per 
cent, after 55 per cent a week 
ago. Expectations that Spain 

and Portugal will join Emu 
by 1999 have also gone up. 

The market data are con- 
sistent with a recent report 
by the Organisation for Eco- 
nomic Co-Operation and 
Development, which showed 
a high degree of economic 
convergence between Emu 
candidates. 

In the financial markets, 
there is now a strong expec- 
tation that the list of Emu 
participants in 1999 will 
Include every EU country 
except Greece, the UK, Den- 
mark and Sweden. 

Greece is not expected to 
fulfil the Maastricht Treaty's 
convergence criteria until 
the year 2001. while the 
other three countries are 
expected to delay their Emu 
entry voluntarily. 

In its latest economic out- 
look the OECD forecasts that 
Germany. France and Italy 
are heading towards budget 
deficits of &2 per cent of 
gross domestic product in 
1997, just outside the Maas- 
tricht treaty's reference 
value of 3 per cent But the 
projections are within nor- 
mal error margins. 

Mr Stephen Potter, the 
OECD's acting chief econo- 
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mist, said: "Countries gener- 
ally have made a lot of prog- 
ress in terms of their fiscal 
consolidation. Paradoxically. 
Germany has made the 
least." The recent change of 
government in France is not 
yet reflected in the OECD 
forecast. 

Italy's expected 1997 deficit 
will make it difficult for EU 
leaders to exclude the coun- 
try from the first wave of 
Emu. However, Italy could 


still stumble over the proj- 
ected increase in the deflett- 
to-GDP ratio to 3.8 per cent 
in 1996, a year during which 
the deficit ratios of Germany 
and France are forecast to 
fall. But Mr Potter said: 
“Italy still has time to 
announce further mea- 
sures." 

Latest data no longer sup- 
port the case for a 
“hard-core" Emu, based on 
5-6 countries, said Mr Potter. 


towards.. greater flexibility,, the union was successful. 


have been made in manufac- 
turing industry - the area 
most open to the pressures 
of international competition. 

Here, companies such as 
Daimler-Benz, the industrial 
group, have managed to 
strike agreements with trade 
unions which are specific to 
individual factories rather 
than collective Industry-wide 
.wage deals of the past They 
can now ask their employees 
to work for longer hours and 
at weekends when demand 
is strong, and to work 
shorter weeks when the 


In fact Germany is now 
probably a victim of its own 
success. Some economists 
argue that the limited 
advances the country has 
made in freeing Its labour 
market mean that employers 
have not had to take an new 
workers during the present 
gradual economic recovery 
as they would have done in 
the past The OECD last 
week spoke of Germany’s 
“jobless recovery". 

Labour market flexibility 
might not matter in Emu as 
much as is feared. Some 
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Croatia’s election 
‘free but not fair’ 


By Guy Din more in Zagreb 

International monitors 
yesterday condemned Croa- 
tia’s presidential elections as 
seriously biased in favour of 

the natio nalis t incumbent, 
Mr Franjo Tudjman, who 
swept to victory with more 
than 60 per cent of the vote. 

“It did not meet the mini- 
mum standards for democra- 
cies," the Organisation for 
Security and Co-operation in 
Europe (OSCE) said in a 
report on Sunday’s election. 

“Croatia has experienced, a 
free but not fair election. 
While candidates were able 
to speak freely, the process 
leading up to the election 
was fundamentally flawed.” 

With votes counted from 
95 per cent of polling sta- 
tions, President Tudjman 
was leading with 61.2 per 
cent, against 21.1 per cent 
for Mr Zdravko Tomac of the 
leftwing Social Democrat 
party and 17.7 per cent for 
Mr Vlado Goto vac of the cen- 
trist Social Liberal party. 

The turnout of 57 per cent 
was the lowest recorded in a 
Croatian election. The two 
opposition candidates 
blamed the lack of interest 


on minimal coverage given 
by the national radio and 
television networks, both 
tightly controlled by Mr 
Tudj maii's Croatian Demo- 
cratic Union (HDZ). 

The OSCE mission, with 
104 monitors led by Mr Paul 
Simon, a former US Senator 
for Illinois, said Croatia’s 
desire to become an Integral 
part of Europe was not likely 
to be achieved until it held 
"fully free and fair elections” 
and demonstrated “that the 
days of ethnic prejudice are 
relics of the past”. 

Among the criticisms lev- 
elled by the OSCE was the 
fact that 10 per cent of the 
electorate lived outside Croa- 
tia and many were ethnic 
Croat citizens of Bosnia. 
Their electoral franchise 
contravened the 1995 Dayton 
agreement that ended the 
war in Bosnia, it said, noting 
that in the 1995 parliamen- 
tary elections more than 90 
per cent of Croats voting 
outside Croatia backed the 
gove r ning HDZ. 

The outspoken, attack fol- 
lowed sharp criticism of Mr 
Tudjman by Mrs Madeleine 
Albright, the US secretary of 
state, during a visit to 


Zagreb last month. She made 
it clear that Washington 
would block International 
Monetary Fund and World 
Bank loans if Croatia failed 
to make progress on several 
iggnpfi, including the extradi- 
tion of indicted war crimi- 
nals, the peaceful reintegra- 
tion of Serb refugees and fun 
support of the Dayton peace 
accord. 

Mr Tudjman. who led 
Croatia to independence 
from Yugoslavia in 1991, 
showed little sign of bowing 
to western pressure before 
the election. But diplomats 
were hopeful that, with 
another five-year mandate, 
he would make some conces- 
sions. 

Diplomats said Mr Tudj- 
man was likely to get a fur- 
ther rebuff next mopth when 
the United Nations Security 
Council is expected to 
extend by up to six months 
the mandate of a 5, 000-strong 
force in eastern Slavonia. 
The rich but war-devastated 
region on the border with 
Serbia is the last Serb-domi- 
nated enclave inside Croatia 
and was due to return to 
Zagreb’s control on July 15. 
Editorial Comment Page 17 
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President Boris Yeltsin: waving a warning finger at 
regional governor in Russian far east 


Yeltsin does battle 


with regional 


By John Tbomhffl 
in Moscow 

President Boris Yeltsin 
yesterday prepared to do 
battle with one of the coun- 
try’s most powerful regional 
governors by threatening to 
call early elections in the 
troubled Primorsky region 
in Russia's for east 

The trial of strength 
between the Kremlin and 
one of the country’s most 
important regions could 
determine how much auton- 
omy Russia’s 89 constituent 
republics are able to exer- 
cise and set the pattern of 
federal relations for years to 
come. 

The latest political salvo 
from Moscow followed a 
visit to the region last week 
by Mr Boris Nemtsov, the 
first deputy prime minister. 
In his role as energy minis- 
ter, he was investigating a 
severe energy crisis in Rus- 
sia's far east that has para- 
lysed the local economy and 
prompted months of bitter 
recrimination between fed- 
eral and local authorities. 

Moscow officials have 
accused Mr Yevgeny Nazdra- 
tenko, the regional gover- 
nor, of aggravating the cri- 


sis «"d accused him of cor- 
ruption and incompetence. 
But Mr Nazdratenko has 
blamed the Kremlin for fail- 
ing to transfer the funds 
to solve the region s 
problems. The row has been 
further complicated by a 
personal political feud 
between Mr Nazdratenko 
and the mayor of Vladivos- 
tok. the regional capital. 

Mr Nemtsov yesterday rec- 
ommended that eariy elec- 
tions should be called to 
choose a new governor and 
a new mayor to help resolve 
the political impasse. But he 
added that the energy situa- 
tion tn the region was begin- 
ning to stabilise, thanks to 
the work of a special minis- 
terial commission. 

Russian news agencies 
reported that Mr Yeltsin had 
accepted the idea of early 
elections in principle bnt 
gave no details about when 
they might be held. 

Mr Nazdratenko Is a con- 
tentions figure in Russian 
politics, bnt he has recently 
attracted some strong sup- 
port from opposition leaders 
in Moscow. Mr Alexander 
Lebed, the former secretary 
of the security council, 
recently urged him to stand 


boss 

up to the Kremlin. "All 
Russia is watching yo 
watching and believing th 
a lackey will not appear 
the Primorsky region," l 
Lebed said. 

But Mr Gennady Selt 
nyev. the Communi 
speaker of parliament, yi 
terday urged both Mr Ni 
dratenko and the mayor 
Vladivostok to resign simi 
taneously, clearing the w 
for fresh elections. "It is . 
impossible situation wfa< 
two officials in a single ci 
wage war on one anothn 
he said. “As a result, a hu 
territory suffers." 

However. Mr Selezny 
did not support the gov« 
meat's line over its pUuui 
budget cuts, and said t 
regional authorities to 
first to approve them. 

The government hi 
hoped for speedy parliamc 
tary approval of its re vis 
budget plans, which 
claims are essential for pi 
ting public finances 
order. Nonetheless, gover 
meat officials promised th 
tbey would be able 
deliver on their promises 
pay off arrears to pensione 
and Tederal employees » 
July l. 


Romania struggles to keep industrial policy on road 


A Romanian motor 
vehicle factory 
sports an advertising 
slogan that may, to western 
eyes at least, suggest it lacks 
a feel for international mar- 
keting. “DAC Trucks: The 
Modem Spirit of Dracula 
Castle" promotes products of 
the country's flagship 
Roman factory in the Tran- 
sylvanian city of Brasov. 

The plight of the Roman 
enterprise - short of orders, 
shrank in size and deep in 
debt - is not uncommon in 
Romania. It illustrates both 
the desperate state of much 
of the country's industry 
and the difficulties faced by 
the new government in 
liquidating or selling 
off bankrupt state enter- 
prises. 

Before the 1989 revolution. 
Roman employed 23,000 


Anatol Lieven on government’s problems in shutting bankrupt and outdated state businesses 


workers and produced tens 
of thousands of trucks a year 
for the Soviet bloc and its 
allies. By last year, the work- 
force was down to 13.800. 
while production had 
dropped even faster, to just 
2J300 vehicles annually. 

So far this year, Roman 
has turned out 400 trucks 
and sold 115, figures, in the 
words of one western ana- 
lyst, “which spell a death 
sentence”. 

Roman's total debt is now 
more than 500bn lei (STftm). 
mainly owed to the state. 
Last year alone it lost 96bn 
lei. 

The government stepped 
in to help in April with an 
order for 500 military trucks, 
and ordered the state power 


company to restore electric- 
ity supplies, which had been 
cat off for non-payment of 
debt 

The aid followed street 
protests by thousands of 
Roman workers, who were 
alarmed at being sent home 
on temporary leave, fearful 
of an Immediate shutdown. 

Government nffirials nTalra 
that Romanian workers now 
accept the need to liquidate 
bankrupt enterprises. But 
workers at the Roman plant 
are reluctant to accept that 
theirs should be axed. 

“We agree with a correct 
kind of privatisation but not 
that there should be unem- 
ployment as a result” said 
Mr Alexandru Tudorache, a 
Tnprhanin s tanding by a very 


sparse assembly line. “It is 
wrong that I should have 
worked here for 26 years and 
now am afraid of the future. 
But anyway, this line will 
never be dosed, because It is 
so efficient.” 

However, Mr Lucian Stan, 
financial director of Raman, 
is doubtfhL 

“We have had a few con- 
tacts with foreign compa- 
nies. but only very prelimi- 
nary and exploratory," he 
said. “Anyway, it Is clear 
that they will never buy the 
whole factory. We are now 
drafting a plan for splitting 
it up. so that different sec- 
tions can be sold mare easily 
to foreign investors.” 

The managers say that the 
assembly line has relatively 


good chances of finding a 
buyer - but that the result 
will probably still be the dis- 
missal of most workers. 

The government’s inter- 
vention after the Roman pro- 
test - albeit a limited retreat 
- has raised doubts about its 
ability to shut big enter- 
prises and make their work- 
ers redundant, at least at the 
speed it has promised the 
International Monetary 
Fund and World Bank, Mr 
Marius Stalenovici, editor of 
the newspaper Buna Ziua, 
said: “I simply can't believe 
the government will have 
the courage to shut factories 
Eke Roman, even if they are 
black boles for state money." 

Roman workers and their 
dependants, together with 


those at the heavily indebted 
Tractorul factory, make up 
almost a third of the local 
population, and their 
dhanrtwi of finding other jobs 
are not bright. 

Roman’s problems are 
threefold. For a start, the 
domestic market for expen- 
sive goods such as trucks 
has collapsed, as more and 
more Romanian enterprises 
become indebted, and espe- 
cially since the government 
has freed energy prices. 

Roman's lorries are also 
too outdated to appeal much 
internationally. Last year, 
for instance, foreign sales 
accounted for only 8 per cent 
of the total. Finally, both 
managers and government 
are still reportedly not being 


wholly realistic about the 
value of such plants. 

rinsing Roman will be a 
thorny task. Apart from the 
risk of social unrest, plants 
like Roman are defended by 
political allies, rooted partly 
in regional loyalties to local 
flagship industries. 

In Brasov, for example, 
Roman forms part of Asinco, 
an association of local state 
and private factories and 
tourism concerns which 
wields considerable influ- 
ence over some of the parties 
in the government coalition 
- and this is also true else- 
where in the country. 

Not surprisingly, there- 
fore, just drawing up the 
first list of 10 bankrupt 
plants involved a long and 


bitter struggle within ti 
government, and w 
achieved only under the la 
of an immi nent IMF visit. 

Roman was not in fact ■ 
the government’s first list 
10 officially bankrupt sta 
plants issued in April b 
officials concede that ti 
lists of factories and sta 
farms for liquidation we 
finalised in a rush to coi 
cide with visits by top ot 
rials of the IMF and Wor 
Bank. 

Since the list of ten w „ 
issued, the two biggest cm 
panies. the Petrommidia aT 
Darmanesti oil refineric 
have* been removed ai 
fresh efforts are being ma- 
to find international buyei 
The remaining eight a"' 
mostly small and account f 1 
only 3 per cent of the tot 
indebtedness of companies 
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Prayer and protest save 
middle-class perk 

Plan to end 
NY rent 
control fails 


By Richard Tomkins 
in New York 

New York's byzantlne 
system of rent controls is to 
remain almost unchanged 
following the collapse of an 
attempt by state Republicans 
to bring market forces to 
bear on apartment rents. 

Political leaders, yielding 
to outrage from middle-class 
Manhattanites fearful of los- 
ing one of their most valu- 
able perks, were yesterday 
working on the details of a 
compromise that will pre- 
serve nearly all the controls 
for six more years. 

The rent control laws were 
due to expire at midnight on 
Sunday night if not renewed 
or replaced, and Republican 
efforts to introduce reforms 
had prompted increasing 
anxiety among apartment- 
dwellers as the deadline 
drew closer. 

At St Patrick’s Cathedral 
in Manhattan. Cardinal John 
O'Connor asked the congre- 
gation to pray for those 
involved in the negotiations, 
and hundreds of New York- 
ers held a candlelight vigil 
outside the Manhattan 
offices of Mr George P ataki, 
the Republican governor of 
New York State. 

Rent regulation applies 
throughout New York state, 
but most of its benefits go to 
the middle-class tenants of 
apartments in Manhattan, 
where the gap between regu- 


lated rents and market rents 
is greatest 

Some 86 per cent of apart- 
ments in Manhattan are reg- 
ulated. and about 40,000 of 
them are occupied by people 
earning $100,000 a year or 
more. 

Many tenants pay just a 
few hundred dollars a month 
for apartments that would 
fetch at least $£,000 on the 
open market 

State Republicans had pro- 
posed that existing tenants 
should keep their perks, but 
that apartments should 
become deregulated when 
tenants moved out. Demo- 
crats, and an over whelming 
majority of Manhattan apart- 
. ment dwellers, had vigor- 
ously opposed any change in 
the rules. 

Under the plan evolving 
yesterday, apartments will 
remain regulated when ten- 
ants move on, but in a con- 
cession to the Republicans, 
landlords will be allowed to 
increase rents by 20 per cent 
when the apartment falls 
vacant, frgtmari of 9 per cent 
as now. 

Apartments will also be 
decontrolled if their tenants' 
income exceeds $175,000 
instead of $200,000, as now. 
And nieces, nephews, aunts, 
uncles and cousins win be 
crossed off the list of nearest 
and dearest who can inherit 
regulated apartments from 
the tenant whose name 
appears on the lease. 


Demands Atlantic 
for law cable 
reforms ‘highway’ 
in Chile launched 

By Imogen Mark In Santiago By Alan Cane in London 

-• v -• -K- 


Pressure is building for 
sweeping reforms to the 
Chilean justice system, as 
the Supreme Court has come 
under attack from the ruling 
centre-left coalition and the 
court’s farmer allies on the 
Ear light 

President Eduardo Fret 
who heads the coalition, has 
requested that the court 
meet urgently this week to 
discuss improvements to the 
administration of justice. 

The shift by the opposition 
parties on the right was 
apparently triggered by the 
recent discovery: erf long-run- 
ning attempts in the judicial 
system and the police to pro- 
tect a drug-trafficker, Mr 
Mario Silva. 

When Mr Silva was 
arrested in April after a 
three-year police investiga- 
tion, charges were also 
brought against the Supreme 
Court fiscal authority, Mr 
Marcia] Garcia Pica. But the 
head of the Supreme Court, 
Mr Servahdo Jordan, 
defended Mr Garcia Pica for 
practices which both men 
apparently regarded as nor- 
mal - routinely influencing 
other judges bn behalf of 
accused. 

Mr Jordan's remarks were 
widely criticised, most vocif- 
erously by Mr Carlos Bant 
hni a Santiago congressman . 
and a member, of the Ear- , 
right Independent Democrat i 
Union, which is closest to 
the former military dictator, 
General Augusto Pinochet. 
During the general's 17-year 
rule the judges were repeat- 
edly criticised for a lack of 
independence and for failing 
to defend Gen Pinochet's 
opponents from being tor- 
tured- and “disappeared".- 

After the return to democ- 
racy in 1990, government 
senators brought charges 
against one senior judge who 
was said . by. one congress- 
man to be “the model of a 
venal magistrate". He was 
removed from office, in the 
teeth of opposition from the 
UDI and most , of the other 
rightwiug senators. - 

The opposition has long 
agreed, however, oh the need 
For reforms to the system, if 
not for changes among the 
judiciary, and a package of 
bills to modify the criminal 
justice system is before Con- 


Bat the president of the 
law association, Mr Sergio 
Urrejola, has warned that 
with the current judges and 
officials, "there is no chance 
of ™Mng deep and urgent 
changes", and no way to 
stop the widespread practice 
of influence trafficking. 


The first information 
superhighway across the 
Atlantic was l aunched yes- 
terday, enabling far cheaper 
high-speed transmission of 
data through a fibre-optic 
cable. 

Cable and Wireless, the 
UK-based communications 
group, announced the start 
of a global service based on 
asynchronous transfer 
mode, a technology which 
Tn«ire« possible the transfer 
of data of all kinds - voice, 
text and video. 

The first phase involves a i 
link between the US and the 
UK to be followed by a roll- 
out across the rest of Europe 
and the Far East The first 
customer for the new ser- 
vice is Tandem, a US com- 
puter maker, which intends 
to link a customer inquiry 
centre in the UK with head- : 
quarters in the US mring the 
service. 

The daja are carried as 
electronic "packets" each 
individually addressed 
across the latest fibre-optic 
transatlantic cable. 

A company with the need 
to send large volumes, of 
data at high speed across 
file Atlantic -would typically 
have to lease a line capable 
of transmitting 46m bits of 
data, a second. 

To lease such a line would 
cost about £Z.5m ($4zn) a 
year. 

Mr Lance Spencer, direc- 
tor of business solutions for 
Cable and Wireless Commu- 
nications. C&Ws UK subsid- 
iary, mid the cost could be 
less than £600,000 under the 
new ATM service. This 
would transform the way 
companies did business, he 
rirtinwl. 

ATM is a high-perfor- 
mance, high-capacity tech- 
nology that is particularly 
suited to such traffic as elec- 
tronic mall* video, 
three-dimensional images 
and large amounts of data. 
It is usually associated with 
multimedia and - the infor- 
mation superhighway 
because of its ability to 
transmit different kinds of 
data simultaneously- 

A 12-second video cHp - 
about lbn bits of data - 

could be sent to the US in 12 

minutes ndug ATM. With 
current ISDN technology, 
the transmission takes 12 
hours. 

Most of the main telecoms 

operators are experimenting 
with ATM or setting up 
commercial services. The 
C&W Global ATM service 
follows the launch of a 
waHmini service .in the UK 
earlier this year- 
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Peruvians protest over sacking of judges 


President Fujimori 
sees his popularity 
plummet amid fears 
over the rule of law, 
reports Sally Bowen 


A s marches and demonstra- 
tions continue across Peru 
In protest at the sacking of 
three top judges. President Alberto 
Fujimori's popularity ratings have 
slumped still further. 

An Apoyo research organisation 
poll published on Sunday night 
showed his approval rating at only 
34 per cent: the only time in seven 
years’ government that Mr Fuji- 
mori has scored lower was shortly 
before bis 1992 palace coup when 
he dissolved congress and closed 
the courts. 

Street marches in the past days 
have seen opposition politicians 
and the remnants of the union 
movement combine in protest with 
thousands of students from the law 
faculties of Peru's principal univer- 
sities. It is the first time that stu- 
dents have turned out en masse 
against Mr Fujimori. 

“We were sunk in lethargy bat 
now we’ve woken up." said one. 
"The straw that broke the camel's 
back was the sacking of the Consti- 
tutional Tribunal judges,” 
explained another. "There's no rule 
of law in Peru today.” 

Many Peruvians see the sacking 
of the judges as the latest In a 
series of abuses by an increasingly 



Happier days: Fujimori greets enthusiastic s up porters after being sworn in as president Now Peruvians are 
upset that judges who tried to block his re-election have been dismissed «*** 


authoritarian government: the 
removal by congress of three mem- 
bers of the seven-strong, theoreti- 
cally autonomous tribunal which 
rules on the constitutionality of 
laws. Though congress itself had 
appointed them less than a year 
ago, the government majority in 
parliament objected to their recent 
decision ruling out a further re- 


election attempt by Mr Fujimori in 
2000. 

Somewhat surprisingly, the issue 
has caught the popular imaging, 
tion. Peruvians seem to have tired 
of the heavy hand of the executive 
and the unquestioning compliance 
of parliament. More than two 
thirds now want a referendum to 
settle the election controversy. 


The treatment of the judges is 
far from the only source of domes- 
tic concern. It follows proof of 
abuses - torture and assassination 
- by the army Intelligence service: 
the revelation of the fabulous earn- 
ings of Mr Vladimiro Montesinos. 
in effect chief of internal security 
and perhaps Mr Fujimori’s closest 
ally; and a wave of attacks on the 


local press which smack, for many 
Peruvians, of General Juan Velas- 
co’s de facto refrime a quarter of a 
century ago. 

Most notorious of the anti-media 
initiatives has been against the 
influential Freruencia Latina tele- 
vision channel and its proprietor, 
Mr Baruch Ivcher. Pom’s joint 
chiefs or staff recently issued an 
unprecedented communique 
denouncing the Israeli-born, natur- 
alised Peruvian entrepreneur for 
“systematically discrediting” the 
armed forces. 

The business community has 
also suffered recent harassment. 
Indications abound that the once 
respected and efficient tax author- 
ity Sunat is being used by the intel- 
ligence service and the executive to 
put pressure on those who criticise 
the regime or who may bu future 
rivals to Mr Fujimori. 

Public figures and institutions of 
many political hues have con- 
demned the recent attacks on the 
tribunal and the press: they 
Include the US ambassador to 
Peru; Conflep, Peru’s influential 
private business association; and 
Cardinal Augusto Vargas Alza- 
mora, head of the Catholic Church. 

Apoyo's Mr Alfredo Torres says 
recent moves underline the govern- 
ment’s intention "at all costs” to 
secure another term In '2000. “They 
are betting all these questionable 
acts will be forgotten in time and 
that, with economic growth and 
more public works, Fujimori will 
be in a good position for re-elec- 
tion.” 




Enjoy. 
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NEWS: WORLD TRADE 


US group rules out 
Airbus engine deal 


Music pirates take to cyberwaves 


Huge growth 


By Michael Skapinfcer 
in Paris 


Pratt & Whitney of the US 
yesterday said it would not 
supply engines for the new 
Airbus Industrie 380-seat air- 
craft. leaving Rolls-Royce of 
the UK as sole supplier. The 
US company said it had 
severe doubts about the prof- 
itability of providing' engines 
for the aircraft. 

Mr Karl Krapek, Pratt & 
Whitney's president, said at 
the Paris air show that it 
would have cost his com- 
pany $L5bn to develop the 
engines and that the invest- 
ment would not have gener- 
ated a return for over 20 
years. He would have consid- 
ered this only if Airbus had 
appointed Pratt & Whitney 
sole supplier for the new air- 
craft, the 313-seat A340-500 
and the 380-seat A340-600. 

Airbus refused, however, 
to appoint a sole supplier 
and Pratt & Whitney with- 
drew. But Mr Krapek con- 
ceded that the US company’s 


withdrawal had effectively 
made the UK group sole sup- 
plier. Negotiations between 
Airbus and General Electric 
of the US to supply engin es 
for the aircraft broke down 
to February of this year. 

Mr Colin Green, managing 
director of Rolls-Royce's 
aerospace group, said that 
his company would find it 
easier than Pratt & Whitney 
to make a profit on the 
eng ines because its develop- 
ment costs would be far 
lower. This was because the 
engine, the Trent 500, was 
based on the group's existing 
engine family. He declined to 
say how much engine devel- 
opment would cost 

Airbus said the new air- 
craft, which it expects to 
start developing in the 
autumn, would sell for 
between $140m and $150ro 
each. Both aircraft would be 
based on the existing 295- 
seat A340-300 model. The 380- 
seater would compete with 
the Boeing 777 and smaller 
versions of the 747. 


Rolls-Royce yesterday said 
that British Airways had 
confirmed selection of its 
RB211 engines for 14 Boeing 
747-40GS- South African Air- 
ways said it would use 
RB2U engines on two new 
Boeing 747-40QS. 

• AlliedSignal Aerospace 
yesterday said it had won 
8543m to new business at the 
Paris air show, agencies 
report 

The new contracts include 
a 8175m production contract 
for AffiedSignal's Fl24 turbo- 
fan engine to power Aero 
Vodochody's L-159 trainer 
aircraft for the Czech air 
force. It also received auxil- 
iary power unit contracts 
worth J88m for Airbus air- 
craft operators worldwide. 

Other contracts include 
8130m in avionics and brakes 
business with German, Rus- 
sian and Turkis h air lines, 
and 8100m for LHTEC, an 
AlliedSignal joint venture 
for propulsion engine 
systems for the Ayres Load- 
master utility aircraft. 


Stricter enforcement of 
aircraft aid pact urged 


By Mchael Skapinker 


Ministers from the four 
countries involved in Airbus 
Industrie yesterday said 
they did not intend to rene- 
gotiate the 1992 US-Euro- 
pean agreement on state aid 
to aircraft makers, but 
called for its terms to be 
more strictly applied. 

Their announcement at 
the Paris air show follows 
calls last week by British 
Aerospace and Daimler-Benz 
Aerospace (Dasa) of Ger- 
many, two of the partner 
companies in Airbus, for the 
treaty to be renegotiated. 

The treaty limits govern- 
ment investment to aircraft 
projects to a third of the 
cost of the programme- But 
the two companies said Boe- 
ing’s takeover of McDonnell 
Douglas would allow the US 
group to use government 


defence funds to subsidise 
commercial aircraft. 

The four ministers - Mr 
JeaU-Claude Gayssot, 
French transport minister, 
Mrs Margaret Beckett, UK 
trade and industry secre- 
tary, Mr Gunter Rexrodt, 
German economics minister 
and Mr Josep Pique Camps, 
Spanish industry minister - 
said after meeting Airbus 
executives that it was more 
important that the 1992 
treaty be properly enforced. 

Mr Rexrodt said, in a ref- 
erence to the US industry: 
“Some companies indirectly 
receive state support that 
distorts competition.” 

The ministers approved of 
plans by the four Airbus 
partners - Dasa, BAe, 
Aerospatiale of France and 
Casa of Spain - to form a 
single company which con- 
trolled manufacturing. The 


manufacturing issue has 
divided the partners. BAe 
and Dasa want Airbus to 
take over the four compa- 
nies’ factories but Aerospa- 
tiale and Casa want part- 
ners to retain ownership. 

Mr Rexrodt said: “The 
ownership question will 
have to be resolved during 
the negotiation phase.” 

BAe and Dasa have said 
they are prepared to see the 
factories remaining under 
the partners’ names, pro- 
vided Airbus has full man- 
agement controL 

Mrs Beckett said of the 
plans to turn Airbus into a 
limited company by 1999: “I 
am concerned that we do 
not lose momentum and I 
hope that today’s meeting, 
with its agreement to con- 
tinue this process, win instil 
a sense of urgency into all 
those involved.” 


Searching for a favourite 
piece of music? Try tapping 
into the web site at 
mow. mpSsearch. base, org, 
which should help you find 
it cm one of the hundreds of 
digital jukeboxes now sur- 
facing an the internet 

The jukeboxes are the 
1990s equivalents of the 
pirate radio stations that 
pumped out pop music from 
North Sea ships to the 1960s. 
They release music over the 
internet to the form of 
MPEG3 digitally compressed 
files, called MP3s. which can 
be downloaded tree of charge 
on to home computers. 

Most pirate jukeboxes are 
run for free by young music 
buffs, often students using 
university servers: Although 
they do not make money, 
they are breaching copyright 
I by distributing songs wtth- 
! out the record companies’ 
permission. Last week, the 
Recording Industry Associa- 
tion of America fRIAA'), 
which represents the US 
record labels, initiated legal 
action against three unau- 
thorised jukeboxes. 

All three sites have now 
closed, but the number of 
internet jukeboxes is rising 
so rapidly that the RIAA, 
and its counterparts to other 
countries, will almost cer- 
tainly take more to court 

Technically, it has been 
possible to operate digital 
jukeboxes for some time. 
Until recently they were 
expensive to set up, the 
sound quality was poor and 
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it took too long to download 
the music. 

Advances in technology 
have eroded those difficul- 
ties. Anyone who is reason- 
ably computer-literate can 
store music from a compact 
disc (a near-perfect digital 
version of the original 
recording) on MP3 files, 
which, can be posted on a 
web site. 

Other people can then 
download each song on to 
their computer hard disks 
within 25 Tninntra using a 
typical modem, or two min- 
utes on a speedier service 
like a cable modem, or ISDN 
telephone line. The music 
can be replayed an the hard 
disk, or recorded on to a 8500 
CD recorder. 

Until recently, there were 
so few pirate jukeboxes that 


the record companies, musi- 
cians and music publishers, 
which are legally entitled to 
receive royalties whenever a 
record is sold, turned a blind 
eye. 

Yet so many digital pirates 
have e m erged since the -start 
of this year, that the RIAA 
estimates there are now “lit- 
erally hundreds” in the US 
alone, and a growing num- 
ber in other countries. 
•Downloading music free of 
charge from the internet is 
becoming increasingly popu- 
lar among the IS to 30 year 
bids who tend to be frequent 
record buyers and are often 
computer enthusiasts. 

The music industry now 
stands to lose substantial 
sums of money because of 
the unauthorised distribu- 
tion of its copyrights. Record 


companies are also con- 
cerned that the proliferation 
of pirate jukeboxes could 
jeopardise their own 
long-term plans to sell music 
on-line. 

The RIAA. which had pre- 
viously sent warning letters 
to suspected digital pirates, 
toughened Its stance by tak- 
ing three of them to court 
last week- It also intends to 
crack down on student-run 

jukeboxes by lobbying uni- 
versity authorities to stop 
them »g<ng campus servers. 

Publicly, the RIAA has 
expressed ‘its determination 
to continue to take legal 
action whenever Dec ess ary. 
Privately, it recognises that 
the new breed of digital 
pirates will be extremely dif- 
ficult to controL 

One problem is detection. 
For the past 18 months, the 
RIAA’s anti-piracy unit has 
employed a team of investi- 
gators who surf the internet 
looking for copyright abuses. 
Indi vidual record labels have 
also started hiring specialist 
digital detectives to track 
down infringements. 

Even if a pirate Jukebox is 
identified and closed down, 
it can easily set up again 
almost immediately at a new 
internet address. An addi- 
tional problem is that copy- 
right law is very weak in 
some countries, notably Lux- 
embourg and Bulgaria. 

The International Federa- 
tion of the Phonographic 
Industry (IFPI). which repre- 
sents the industry world- 


wide. is developing systems 
to control access m distal 
music signals by encoding 
them, and to "tattoo” them 
with an embedded sum;d for 
easier identification. Yet nei- 
ther system is ready for use. 
and pirates may eventually 
find ways round them. 

Battling against digital 
piracy also poses a market- 
ing dilemma for the music 
industry. Internet jukehoxes 
have the same buccaneering 
air as the 1980s pirate radio 
stations. A concerted effort 
to curb their activities could 
prove counter-productive for 
an industry which regularly 
spends millions of dollars on 
publicity to nurture hip. 
anti-establishment images 
for its acts. 

An embarrassing row- 
erupted last month when 
Oasis, the UK rock group. 
th reatened to prosecute any 
unofficiat web sites dedi- 
cated to the band which 
used copyrighted music sam- 
ples. photographs and video 
clips without permission. 

The unofficial sites pro- 
tested against the crack- 
down. and most media cover- 
age was critical of Oasis. A 
new site. Oasis Webmasters 
For totemet Freedom, was 
launched to co-ordinate the 
protest. Its home page 
taunted Oasis by quoting the 
lines - “Don’t ever stand 
aside. Don't ever be denied" 
- from RoU With //. one of 
the band's own singles. 


Alice Rawsthom 


Audio-visual spending expected to soar 


By Alice Rawsthom 


Consumer expenditure on 
audio-visual services in Europe is 
forecast to double to real terms by 
2005 as new pay-per-view and inter- 
active services are launched on the 
new wave of multi-channel digital 
television networks. 

The rise will make consumer 
expenditure the fastest growing 
source of revenue for the audio- 
visual sector, according to a new 
study by NorconteL a Dublin-based 
research consultancy. 

Norcontel forecasts fairly modest 
growth in spending during the late 
1990s, when digital television and on- 


line media are still at a fledg lin g 
stage. But the pace of growth is 
expected to accelerate after 2000, 
more than doubling in real terms 
from Ecul0.52bn (about $12bn> in 
1995 to Ecu25.67tm to 2005. 

The study suggests that the total 
value of the andio-visual market in 
seven European countries - France, 
Germany, Italy, Spain, the UK, Den- 
mark and Ireland - will reach 
Ecu53£7bn in 2005 (at 1995 prices), 
nearly 70 per cent mare than in 1995. 

Advertising revenue from the 
audio-visual sector will also be stim- 
ulated by new digital services, and 
on-line advertising should become 
an important mprfiirm 


Conversely, licence fee income, 
worth over Ecu7bn to the seven 
countries during 1995, is expected to 
fall in real terms reflecting Europe- 
an-wide constraints on public sector 
spending. 

Among the main beneficiaries of 
the audio-visual sector’s expansion 
will be content providers, such as 
feature film producers and television 
programme makers. Their income is 
expected to double to real terms 
from EcuSiKm to 1995 to Ecul6.12bn 
by 2005. 

Norcontel suggests that European 
content providers will gain a larger 
share of the expanded market. Their 
market share is expected to increase 


from 13 per cent in 1995 to 21 per 
cent to 2005. 

The emergence of digital television 
as a significant medium Tor deliver- 
ing audio-visual products to the 
home should trigger changes in 
the balance of the existing mar 
keL 

Consumers may choose to watch 
films on the growing number of vid- 
eo-on-demand systems, for instance, 
rather than renting or buying video 
cassettes as they currently do. 

Economic Implications of New 
Communications Technologies on the 
Audio-Visual Markets from Norton- 
tel. 4 Westland Square. Dublin 2. Tt'L 
00 3531 670 8888. 


Beirut under growing pressure over restrictions on food and cars 


Public outcry over import curbs 


By Samer tskandar in Beirut 
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The Lebanese government is 
coming under increasing 
pressure to rescind protec- 
tionist measures and 
changes in import policies 
which have sparked unex- 
pectedly strong opposition, 
even from within the ruling 
government. 

, The introduction of the 
unpopular measures also 
threatens to undermine the 
credibility of Mr Rafik Har- 
iri, the prime minister, who 
was appointed on a platform 
of market-oriented reforms. 

The government last week 
failed to convince a sceptical 
public that one of the new 
measures - duties of up to 
200 per cent on imported 
cars - was justified on envi- 
ronmental grounds. A lower 


limit of L£5m ($3,200) means 
the poor, who buy cheaper 
used cars, face a heavier tax 
burden. 

“The measures are com- 
pletely arbitrary. They do 
not have any rational expla- 
nation.” said Miss Helena 
Lati. a banker. “There has 
been no consultation [with 
industrialists, trade associa- 
tions and the general public) 
and no consideration of what 
the effects might be.” 

The second set of mea- 
sures involves stringent 
restrictions on food imports 
including a total ban on 
products such as ice-cream, 
cream cheese, eggs and sev- 
eral fruits and vegetables. 

The government said the 
measures aimed to alleviate 
rural poverty,, reduce the 
trade deficit and achieve 


food self-sufficiency. 

However, Mr Kama! She- 
hadi, a research director at 
the Lebanese Centre for Pol- 
icy Studies, an independent 
think-tank, believed the 
main beneficiaries would be 
Syria’s agricultural exports 
which would be boosted sig- 
nificantly as foreign compe- 
tition was eliminated.” 

Syrian exporters are to a 
large extent immune to the 
measures, as border controls 
between the two countries 
are ineffective. Fanning 
experts have said the food 
import curbs could not 
themselves improve produc- 
tion but could cause smug- 
gling. increase prices and 
reduce quality. 

Car Importers are arguing 
that the punitive tariffs will 
not reduce congestion and 


car emissions. “Pollution can 
only get worse.” said a used 
car dealer. 

“Most people will no lon- 
ger be able to afford a new 
car. Instead of promoting 
replacement of old cars, the 
new tax will force people to 
keep using older, more pollu- 
ting. cars ” 

Economists also pointed 
out that the new tax regime, 
if implemented, could accen- 
tuate inequality. 

“What this will create is a 
new class of privileged,” said 
an economist close to the 
government “The new tax 
will mean that only a minor- 
ity will be able to afford new 
cars." he added, referring to 
members of parliament and 
army and security officers, 
who are exempted from 
import duties. 


Brussels may 
probe German 
coal subsidies 
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German coal Industry 
subsidies may come under 
the scrutiny of Brussels 
competition authorities 
after a British twfnfng com- 
pany petitioned the Euro- 
pean Commission to stop the 
“dumping” of German 
anthracite in the British 
market 

Celtic Energy, a South 
Wales miner of the high 
quality black coaL claimed 
yesterday that subsidies 
from the German govern- 
ment have ambled two Ger- 
man miners, Preussag 
Anthrazit and Sophia 
Jacoba. to capture up to a 
quarter of the UK's 400.000- 
tonne-a-year market for 
anthracite. 

Mr Keith McNair, chief 
executive, claimed German 
producers were selling their 
coal for less than their cost 
of production. “We're just 
after some fair treatment,'’ 
he said. “The aggressive 
marketing of the German 
producers begged our 
response.” 

Bonn spends about 
DMlO-3bn ($5.9bn) in subsi- 


dies to keep 854)00 miners 
‘ employed in the coal indus- 
try. Of this, about DM350m 
goes to anthracite produc- 
ers. 

Mr McNair claims that it 
costs German producers up 
to £100 (862J50) a tonne to 
mine and ship anthracite. 
He says they are selling it in 
the UK market for about £75 
a tonne, less than prevailing 
market prices ran g in g from 
£85 to £100 a tonne. 

Pressure is growing in 
Chancellor Helmut Kohl’s 
coalition tor big cuts to coal 
industry subsidies, leading 
to abolition after 2005. 

German producers argue 
Germany needs to preserve 
an industry which exploits 
one of the country's few 
indigenous sources of 
energy. They also argue 
Germany would lose its pos- 
tion as a leading manufac- 
turer of mining equipment if 
the coal industry were 
closed. 

Mr McNair said the Welsh 
coal industry provided 
direct and indirect employ- 
ment for 3,000 - jobs he 
claimed were under threat 
because of the German sub- 
sidies. 


Trie Financial Times plans to publish a Survey on 
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on Thursday, July 24 
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NEWS: ASIA-PACIFIC 


Seoul acts to reform financial controls 


By John Burton m Seoul 


The South Korean government 
yesterday agreed to curb the influ- 
ence of the powerful finance min- 
istry by granting Independence to 
the central bank and transferring 
financial supervision to a new 
watchdog agency. 

The controversial proposal could, 
however, still be blocked by parlia- 
ment and protests by civil servants 
worried about job losses. 

The sweeping reorganisation of 
the government’s financial powers 
reflects recommendations two 
weeks ago by an independent presi- 
dential commission on financial 
reform. 

The creation of a single watch- 
dog agency to replace three regula- 
tory bodies overseeing banks, secu- 


rities and insurance companies 
was taken in response to recent 
large corporate bankruptcies and 
corruption scandals that revealed 
apparently lax financial supervi- 
sion. 

The sudden collapse of the 
Hanbo steel group in January 
under nearly J6bn in debts caught 
authorities by surprise. A bribes- 
for-loans scandal ensued that has 
led to the conviction of 11 senior 
businessmen and officials. Eight 
more politicians were on trial yes- 
terday in connection with the scan- 
dal 

The single regulatory body, the 
Financial Supervisory Board, win 
report to the prime minister 
instead of the finance ministry, 
which is now responsible far such 
regulation along with the 


central bank, which has a lesser 
role. 

Analysts said the new agency 
would improve co-ordination 
among regulatory authorities, but 
some Questioned its effectiveness. 
“Efficient financial supervision 
cannot be accomplished just by 
creating a new regulatory body. A 
quality improvement in financial 
supervision is also needed,” said 
Mr Trim Hee-seoug of the Hyundai 
Research Institute. 

The reforms would also give the 
central bank its long-sought role of 
full responsibility for monetary 
policy, which has previously been 
subject to the political influence of 
fhp finance ministry. 

Analysts believe central bank 
independence would result in more 
consistent financial policies, and 


make stable prices more likely 
through a monetary policy freed 
from political imperatives such as 
economic growth at the cost of 
ftifiaripn 

The central bank’s trade union, 
worried about job losses, has 
threatened to strike if the proposal 
is a p p r o ve d by parliament Work- 
ers at the oths regulatory agen- 
cies Triad s grmflar threats. 

Parliamentary approval may be 
delayed, which would, in effect, kill 
the reforms. Parliament. Is sched- 
uled to meet for the last time this 
month before a presidential elec- 
tion in December. Bed: the apposi- 
tion has so far blocked the opening 
of the session because of a feud 
with the government 

If no session is held, the propos- 
als must be approved by the next 


president before being submitted to 
parliament ft is uncertain that the 
successor to President Kim Young- 
sam will support the measures. 

Even if parliament meets this 
month, both government and oppo- 
sition parties have reservations 
about rushing through approval of 
controversial reforms this year. 

The finance ministry will still 
retain control over developing 
financial policy and proposing 
financial laws. 

The ministry also succeeded in 
delaying pnggfhln rfianpn; in hanlt 
ownership lavra that would give 
Korea’s big conglomerates greater 
control of the main banks. Revi- 
sions of bank ownership rules were 
left out of yesterday's proposals 
pending more study before presi- 
dential approval. 


Delhi sidesteps 
petrol product 
price increases 


By Khozem Merchant 
in New DeUil 


India’s United Front 
coalition yesterday ducked a 
decision to raise politically 
sensitive prices of petroleum 
products, in the latest post- 
ponement of what is emerg- 
ing as the biggest economic 
headache for Mr LK. Gujral, 
the prime minister. 

The UF said last night 
talks proved “inconclusive", 
an indication of the wide 
gulf that exists between pro- 
reform and leftwing factions 
in the coalition. Mr Gujral 
and. his finance minister, Mr 
P. Chidambaram, support 
rises of between 15-20 per 
cent on kerosene, liquefied 
gas and diesel Bui they con- 
tinue to encounter leftwing 
opposition. Any rise would 
fall on the poor, who use 
subsidised kerosene far cook- 
ing and lighting. Diesel is 
heavily subsidised as a 
transport fuel 

hi July last year, the UF 
government buckled under 
popular and political pres- 
sure and reduced by half a 
planned diesel price rise. Mr 
Gujral says “harsh deci- 
sions" are necessary, refer- 
ring to the soaring “oil pool 
deficit'’ - which is govern- 
ment compensation to oil 
companies for selling refined 
products at below interna- 
tional market levels. 

The deficit has soared 
because of rising global oil 
prices, a sharp increase in 
oil imports, falling domestic 
petroleum output and soar- 
ing subsidies - Rsl84bn 
($52bn) last year, double the 
previous year’s. In 1894 the 
pool was in surplus; in July 
last year, it slumped to a def- 
icit of Rs97bn. Today the def- 
icit is rising by Rs300m a day 
and is forecast to reach 
Rs24bn by March next year. 

Mr Chidambaram, who has 
to cut a high fiscal deficit (5 
per cent of gross domestic 
product), says the deficit is 
unsustainable. Mr Sitaram 
Yechuri, of the Communist 
Party of India part of the UF 
government, says gas prices 
should be raised instead and 
alternatives considered such 
as abolishing tax conces- 
sions for the rich 

Yet the oil pool deficit is 
merely the headline figure of 
an industry that is skewed 
because of a complex system 
of cross subsidies, price con- 


trols covering 95 per cent of 
all petroleum products, 
and the interests of an 
oligarchy of domestic oil 
players. 

Hydrocarbons remains one 
sector largely untouched by 
the reforms of the past six 
years. But if the government 
is serious an reform, it is 
likely to act on the recom- 
mendations of the so-called 
"R" (for reconstruction) 
report, written last year by a 
team led by Mr Vyay Kelkar. 
petroleum and natural gas 
secretary. Its three broad 
policy Initiatives were: 

■ Soap the “administered 
price mechanism", a com- 
plex mechanism for control- 
ling prices of refined prod- 
ucts. 

■ Reform state-owned oil 
companies such as ONGC, 
which produces 90 per cent 
of domestic crude and 45 per 
cent of requirements for 
downstream operators (the 
rest is imported) — an Oligar- 
chy of three players the big- 
gest Of Which is Indian 03 
Company. 

■ Create an internally com- 
petitive mar ket 

The government has 
agreed in principle on a 
timetable for implementing 
the initiative by 2002. If 
implemented, it would over- 
haul the petroleum tariffe 
structure; allow market 
driven prices; and deregulate 
the downstream sector. 

At the heart of the reform 
would be dismantling the 
administered price mecha- 
nism, which embraces com- 
mercial downstream players 
- a market worth $12bn a 
year and forecast to rise 6 
per cent a year by 2000- and 
politically explosive subsi- 
dies. 

The only action taken so 
far has been offshore. Mr 
Chidambaram in bin budget 
in March announced mea- 
sures to attract foreign 
exploration companies. For 
years ONGC has hogged the 
best fields. 

The new policy, which 
comes into force later tills 
year and is designed to “pro- 
duce a level playing field”, 
simplifies bidding proce- 
dures, offers tax breaks and 
ensures companies are paid 
international prices for new 
oil discoveries. It Is a small 
step, but it is what India’s 
petroleum sector is accus- 
tomed to. 
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Over-capacity stalks the 
economies of Asian tigers 
M 


r Chen Zhao , man- 
aging editor of the 
prestigious 
mranthly economic review, 
The China Analyst, is a 
gloomy man. On a recent 
visit to north-east he 
says he found factories 
which had stopped produc- 
tion entirely, while tiw price 
of goods was fairing in the 
shops. 

It is evidence, he says, for 
his theory that China and 
many other countries in 
Asia are suffering from a 
serious over-capacity prob- 
lem, not only in property but 
also in manufacturing. This 
is going to hold back the 
recovery from last year’s 
export Blowdown. “Some- 
where down the road,” he 
adds, “there is going to be a 
massive deflationary shock.” 

Such views put him well 
on the pessimistic of tiie 
spe ctru m of expectations for 
Asia’s economic develop- 
ment However, while they 


think his fears are overdone, 
other economists agree that 
Asia has built up excess 
capacity in some industries 
in its headlong rush to 
invest As a result the com- 
ing recovery is likely to be 
muted. 

“In the next pickup you 
won’t see the 10 per cent 
growth rates we saw in the 
past though that in itself is 
not necessarily a bad thing. 
Growth will be more in the 
range of 5 to 7 per cent” 
says Mr Nefl Saker of Crosby 
Securities in Singapore. 

Mr Chen, whose review is 
published by the Montreal- 
based Bank Credit Analyst 
Research Group, rest a his 
case on the high level of 
i nvestm ent in emerging Asia 
so for this decade. 

At an average »-nwn«i 
growth rate of over 20 per 
cent this decade, investment 
has been rising about three 
times as fast as growth in 
gross domestic product sug- 
gesting Asia has been suffer- 
ing from a serious case of 
over-investment Now, he 
says, capacity use is running 
at very low levels in coun- 
tries such as China (below 80 
per cent), South Korea 
(below 70 per cent) and 
Taiwan (72 per qent). 

China and Korea are both 


suffering from very high 
inventories, hi Korea's case 
these have been growing in 
spite of a rebound in elec- 
tronics exports this spring. 
Regional export prices, 
which were rising by around 
10 per cent a year at their 
peak, were falling by around 
4 per cent annually by late 
last year. Still, in many 
co untri es foreign investment 
continues to flow in, creat- 
ing yet more capacity that 
has to be absorbed in future. 

The trouble is that the real 
state of affairs is very diffi- 
cult to measure and is con- 
fused by the state of the 
cycle, says Mr Andrew 
Freris of BA Asia in Hong 
Kong. Very few countries in 
Asia in fact produce figures 
for capacity use, and reliable 
unemployment figures are 
hard to come by. 

There is anecdotal evi- 
dence of an excess build-up 
of capacity In some areas, 
notably in the automotive 
sector where aspiring pro- 
ducers have been flooding 
markets in China and south- 
east Asia. Similarly there 
are concerns about excess 
capacity in traditional indus- 
tries such as textiles in the 
Philippines, even though the 
overall impact on exports Is 
masked by a strong growth 
in electronics products,- 

Mr William Overholt, 
regional economist at Bank- 
ers Trust says he thinks the 
problem is worst in coun- 
tries such as China, Korea 
and Japan which employ 
dirigiste economic manage- 
ment In Thailand, there is a 
problem because its govern- 
ment encouraged industries 
such as steel and petrochem- 
icals that were not strictly 
needed. 

But the problem of surplus 
inventories is not a general 
one, says ids Annabel Betz of 
ING Barings. “Taiwan has 
really pared down on inven- 
tories, similarly Hang Kong 
last year, and Singapore. In 
theory these economies are 
better positioned.” 

The picture that emerges 
is one of a fragmented 
regional economy in which 
performance varies not only 
from country to country, but 
also from industry to indus- 
try within countries. 


Overall, says Ms Betz, Asia 
will again rely on exports as 
a source of growth this year. 
According to ING Barings, 
Asia outside Japan saw 
growth of 7.5 per cent last 
year compared with 8.4 per 
cent in 1995. Export growth 
slumped to 5 per cent from 
20.4 per cent, while con- 
sumption and investment 
were steady at 7 and 12 per 
cent respectively. 

This year overall growth 
will be around 7 to 7.5 per 
cent, with export growth 
picking up to around 10 per 
cent. Consumption and 
investment may weaken as 
bank lending is reined In, so 
exports will again take the 
lead. 

And says Ms Betz, a 
switch to more consumption 
would boost imports when 
incomes are already rising 
strongly. “Aslan govern- 
ments are in a bit of a bind. 
They have to keep that 
export machine going.” 


The best hope for Asia is 
that the Japanese economy 
starts growing strongly 
again and socks In imports, 
says Mr Chen. “But no mat- 
ter what Japan is doing, 
recovery in the rest of Asia 
is going to be very different 
from what we found in the 
early 1990s.” 

Mr Saker agrees. “What 
we’re seeing is the emer- 
gence of a more cyclical 
environment over the next 
ten years rather than 
straight line growth.” 

Asian countries must 
invest continuously to 
upgrade capacity and keep 
themselves competitive in a 
global market, he says. As 
for falling export prices, they 
too reflect global competi- 
tion, but that does not mat- 
ter if productivity gains 
exceed the price falls. “Now- 
adays Asia must run fast to 
stand stiff" 


Peter Montagnon 


ASIA-PACIFIC NEWS DIGEST 


Japan snubs UK 
on HK handover 

Japan has toU Britain that its foreign minister. Mr 
n.~A~ «jn oHonri the swearing-in ceremo 



the provisional Legislative Council appointed b> CWm 
thll SSSSog^for Hong Kong afterthe *r 

on July 1 Japan’s move will be interpreted as a sign it 
£s SSSsen toavoid offending China rather than stand b> 
the UK and XJS, which have decided to stay 
ceremony to avoid lending legitimacy to thecouncff p 

With New floral and Australia having decided m er 
the • weeK to attend the ceremony, the UK aid US hare 

yet to drum up support for their week’s 

hoping to sign up some European countries at this weeks. 
A^mtiamsummit and other mdu^rt^countn^ atthe 
Group of Seven summit in Denver. But Canada has told 
Britain it is agonising over the decision and UK officmls 
are uncertain about the position of France, » -tech has 
previously paid little attention to the issue of Chinese 
hun iRTi rights. „ ■ ■ » 

Se parately , it emerged yesterday that Taiwan will be 
represented at ceremonies to mark Hong Ko ?^. s 5 etl ^ c to 
rhina by the head of a semi-official agency that handles 
its contacts with the mainland, according to officials in 
Hong Kong and Taipei- 

The news raises the prospect or informal contacts 
between China and Taiwan during the handover 
proceedings. “There would appear to be the opportunity 
for tb PTTI to confer on the sidelines." said one Hong Kong 
diplomat. In Taipei, officials said that Mr Koo Chen-fu, 
chairman of the Straits Exchange Foundation, had been 
approved to attend the events. 

In spite of strained ties between China and Taiwan, 
Ttoijing views the handover as a step to reunification with 
Taiwan. It believes a successful transition in the case of 
Hmg Kong would provide a model for Taiwan. Mr 
Stephen rj.tr. r Hong Kong government coordinator of 
handover ceremonies, said 60 Taiwanese officials bad 
been invited “in their personal capacities”. 

Peter Montagnon, London, and John Bidding, Hong Kong 


Manila plans tax crackdown 


The Phili ppine government said yesterday it planned to 
close a loophole in taxation on joint ventures by revising 
the system and making it uniform. Joint ventures in the 
Philippines are subject to 35 per cent corporate income 
fntaHnn but those in the construction and energy sectors 


receive preferential treatment where companies are taxed 
separately in addition to the 10 per cent value added tax. 

Ms Nene Guevara, undersecretary of finance, said 
preferential tax treatment on joint ventures in 
construction and energy, in spite of befog reasonable, 
created tax distortions. “If joint ventures should continue 
to be encouraged, there is merit in taxing them 
uniformly,” she said. Justin Marazzi, Manila 


Japanese businessman seized 


A Japanese businessman was kidnapped and a Filipino' 
engineer shot dead in a southern beach resort in the 
Philippines yesterday. In the first known case of a 


foreigner being kidnapped this year, Mr Senichi 
Takayama was seized from a resort in Sarangani 
province, an area controlled in parts by the Islamic 
militants fighting for a separate Moslem state. 

The incident is another blow to the administration of 
President Fidel Ramos, which has come under attack for 
its failure to contain the country's law and order problem. 
Foreigners are not generally targeted in kidnappings 
because they represent a greater risk, with the 
involvement of foreign embassies and a more concerted 
effort to catch the kidnappers. Justin Marozzi 


Seven held in Vietnam swoop 


Banking officials in Ho CM Minh City said yesterday that 


police had detained seven senior banking executives in 
the latest twist to a debt scandal surrounding two of 
Vietnam’s largest conglomerates. The officials said the 
five senior Incomhank employees and two executives 
from the country’s biggest state-owned bank, 
Vietcombank, were arrested on Saturday. 

Local newspapers said all seven had been charged with 
“violating state regulations on economic management 
causing serious consequences”. The arrests were the 
latest in a widening scandal surrounding the 
debt-crippled companies. Minh Phung and Epco, whose 
directors were detained in March and subsequently 
charged with fraud. Reuter, Ho Chi Minh City 


China signals privatisation drive 


By Tony Walker in Beijing 


China has signalled a 
stronger drive to privatise 
debt-burdened state-owned 
companies as part of plans 
to shrink the state sector. 

Mr Ni Di, National Admin- 
istration of State Property 
deputy director, said the sale 
of “non-core" state assets to 
lessen state burdens had top 
level support. “President 
Jiang Zemin said China 
must have a breakthrough 
in state ownership structure 
in areas not considered vital 
to state interests," be told a 
Beijing conference. 

i. 


His remarks are aimed at 
preparing the ground for a 
session of the Communist 
party congress in the 
autumn which is to 

remove barriers to the sale 
of state enterprises. 

Reformists appear to have 
overridden objections by 
party conservatives who 
have sought to slow the 
transition -from a centrally 
planned “command econ- 
omy” to a market-oriented 
system with "Chinese char- 
acteristics”. 

Argument about the sale 
of state assets to the private 
sector has been at the core 


of the debate. The leadership 
has been reluctant to tackle 
the sensitive privatisation 
issue, but now appears 
inclined to do so. 

China has said it will per- 
mit the sale of shares held 
by institutions and hitherto 
excluded from the market 
Trading in these shares 
would increase the possibil- 
ity of takeover. 

Mr Ni indicated China 
would broaden the areas of 
business activity open to the 
private sector to include 
retail, some infrastructure 
projects, processing indus- 
tries and trading companies. 


China does not use the 
word “privatisation", in 
order to avoid a backlash 
from conservatives, but as 
accelerated process of dives- 
titure Is under way. 

Beijing’s desire to increase 
the tempo of enterprise 
reform is being driven by the 
catastrophic performance of 
the state sector, which in 
1996, for the first time since 
the 1949 revolution, fell into 
loss. The sector as a whole 
lost Yndbn (9362m). Losses 
for industrial state enter- 
prises reached Yn69bn, an 
increase of 45 per cent over 
1995. 


INTERNATIONAL ECONOMIC INDICATORS: PRICES AND COMPETITIVENESS 


Yearly tons ana shown ki index farm with the common base year of 1985. The reel exchange rate is an hdex throughout; ottw quarterly aid monthly figures show 
carrasporKOrv) period in the previous year and are poeitlve unless otherwise stated. 
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Peace moves 
go on despite 
Gaza clashes 


By Jutiy Dempsey 
in Jerusalem 

Clashes between 
Palestinians and Israeli sol- 
diers continued in the West 
Bank town of Hebron and 
the Gaza Strip yesterday, as 
Egypt pushed on with efforts 
to restart peace talks. These 
have been suspended since 
Israel started work on a new 
Jewish settlement at Har 
Homa in east Jerusalem. 

Mr Saeb Erekat, Palestin- 
ian chief negotiator, held 
another round of taik« in 
Cairo with Mr Osama el-Baz, 
the Egyptian envoy who has 
been shuttling between 
Israel and the West B ank to 
try to find a formula to re- 
start negotiations. 

The discussions took place 
as Palestinians became 
increasingly frustrated with 
the deadlock and more par- 
ticularly with the US House 
of Representatives’ recent 
decision to back Jerusalem 
as undivided capital of Israel 
and to pledge $100m to move 
the US embassy from Tel 
Aviv to Jerusalem by 1999. 
In reaction, Palestinians pro- 
tested outside the US consul- 
ate in Jerusalem. 

The unrest was sparked in 
Gaza by Jewish settlers' 
attempts to put up a fence 
on land the Palestinians say 
was illegally takwi. 

Despite the unrest, an 
opinion poll published by the 
Nablus Centre for Palestine 
Research and Studies yester- 


day showed that support by 
Palestinians for the peace 
process was increasing. 

“This is the most surpris- 
ing aspect of the poll,- said 
Mr Khalil Shikaki. who con- 
ducted the research. It 
Showed 68 per cent of those 
polled supported the peace 
process, against 60 per cent 
in April. 

A majority of 56 per cent 
supported a Pa lest Ini an - 
Israeli return to the negotia- 
ting table, despite Israel’s 
intransigence over settle- 
ments and the confiscation 
of residency permits for Pal- 
estinians living in east Jeru- 
salem. 

“In spite of all the ups and 
downs, Palestinians believe 
the peace process is the only 
option to obtain their goals, 
and violence is not a viable 
alternative." Mr Shikaki 
said. 

The strong support for the 
peace process contrasts 
sharply with that for the Pal- 
estinian presidency, plum- 
meting from 79 per cent to 68 
per cent. The young and 
educated men believe tbe 
process of national recon- 
struction is not on the right 
track,” Mr Shikaki added. 

Recent allegations of cor- 
ruption and abuse of public 
funds had prompted a major- 
ity, 52 per cent, to support a 
move by the Palestinian leg- 
islative council to bring 
down the government by a 
no-confidence vote. 

See Feature, Page 16 



A Palestinian youth is carried to an amhnlimn> after being 
hit with a rubber ballet fired during clashes in Hebron hbmbt 


Business fears 
Mugabe threat 
to mining group 

By Tony Hawkins in Harare ing privatisation and foreign 


Threats by President Robert 
Mugabe to expropriate a for- 
eign -owned mining com- 
pany, the Zimbabwe Mining 
and Smelting Co (Zimasco). 
are undermining tbe coun- 
try's drive to attract foreign 
investment, businessmen in 
Harare claim. 

Foreign shareholders own 
100 per cent of the ferro- 
chrome producer, which 
accounts for 7-5 per cent of 
Zimbabwe's exports. 

Negotiations between the 
shareholders and the Zim- 
babwe government on local- 
ising 50 per cent of the 
shares ground to a bah last 
September, when the govern- 
ment demanded a 51 per cent 
stake plus management- con- 
trol of the mine. 

Zimasco's foreign share- 
holders had agreed in princir 
pie to localise half the equity 
on the understanding they 
would keep control of man- 
agement. Subsequently, a 
deal was negotiated with 
Nyika Holdings, a group of 

indigenous businessmen, led 

by a former army chief. Gen- 
eral Solomon Majuru. 

Under the terms of this 
agreement, announced last 
month, Nyika would buy 27 
per cent of the equity in 
Zimasco while 15 per cent 
' would be floated cm the Zim- 
babwe Stock Exchange, with 
subscriptions reserved for 
local investors. 

The balance of 8 per cent 
of the shares was to be 
issued to employees and 
used for management 
options. 

This deal was rejected by 
Mr Mugabe, who threatened 
in a newspaper interview to 
, nationalise Zimasco if the 
state was not offered. 50 per 
cent of the shares. 

But with Gen Mature and 
his Nyika group refusing, so 
far. to withdraw, a crisis has 
developed which casts doubt 
over Mr Mugabe's recent 
public statements support- 


investment. 

Political pressure may well 
force Gen Majuro, a back- 
bench member of parliament 
in Mr Mugabe's ruling 
Zapu-FF party and husband 
of the posts and telecommu- 
nications minister, to cancel 
his hid. The government 
says it wants 50 per cent - 
and agreement with Zimas- 
co’s present owners on a 
management contract 

The president says the 
government will then make 
the shares available, on 
what basis is not known, to 
indigenous investors. If 
agreement can be reached on 
fhfg packag e, no public share 
issue, as originally planned 
by Zimasco, will be made - 
ccstainly not at this stage. 

Government officiate insist 
a share issue would result in 
the shares being bought by 
whites and foreigners rather 
thaw black investors. At no 
time since the row became 
public last month has the 
president or the government 
given any indication of what 
legislation would be used to 
take over ZSmasca 

Businessmen believe that 
there is a substantial ele- 
ment of bluff In the present 
posturing. 

But they also fear that 
even if as seems probable, a 
compromise is reached, the 
element of uncertainty in 
the deal will further damage 
Zimbabwe’s investment 
image. The fact that foreign- 
ers wishing to localise may 
be forced to sen to tbe gov- 
ernment or to a particular 
group hi g hli g hts tbe lack of 
transparency of the process. 

Equally problematical, say 
local economists, is the fact 
that, if the new shareholders 
have little capital, Zimasco’s 
plans to modernise and 
expand, as well as develop- 
ing Its potential as a meth- 
ane gas and platinum pro- 
ducer and serious player in 
the global ferrochrome mar- 
ket, win be at risk. 
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Mozambique brings in the British 


Roger Matthews looks at Crown Agents’ new role — r unnin g a customs service 


F ew countries have 
embraced privatisa- 
tion with the same 
enthusiasm as Mozambique. 
By the end of this year r»np 
the world's poorest countries 
reckons ft will have sold off. 
or restructured, close to 
1,000 formerly state-owned 
enterprises, including; banks, 
manufacturing industries, 
the national airline, planta- 
tions. and a host of small 
entities taken over when 
Portuguese rule ended in 
1975. 

But the government has 
not stopped there in the rush 
to bury the remnants of its 
Marxist past. Last month 
Mozambique scored a world 
first when responsibility for 
the customs service was 
handed over to a British 
company. For the next three 
years Crown Agents, which 
provides a range of services 
to governments and develop- 
ment agencies, will take full 
responsibility for the regula- 
tion of all aspects of Mozam- 
bique's cross-border trade. 

The aim will be to hand 
back a fully functioning, effi- 
cient. honest service, and 
meanwhile make a signifi- 
cant contribution to the 
state's ailing fina nces. 

The challenge is daunting. 
“Customs officials here are 
either ignored, circum- 


vented, or corrupt," says a 
western diplomat. “Given 
the absurdly low levels of 
public sector pay. it is 
scarcely surprising that brib- 
ery is endemic, and runs 
from top to bottom." 

Maputo's sales agent for 
BMW, tbe German car man- 
ufacturer, knows how perva- 
sive the problem is. Last 
year he sold six new 
vehicles, but the number 
coming in to be serviced at 
BMW garages rose by 250. 
The assumption is that most 
of the increase was due to 
stolen vehicles being smug- 
gled across the border from 
South Africa. 

In Maputo's "booze alley”, 
provocatively next door to 
the hotel where many Crown 
Agents staff are living, 
Scotch whisky is substan- 
tially cheaper than in tbe 
UK. and far cheaper than in 
South Africa. "We like to 
monitor prices, because 
when they start rising we 
know we are making an 
impact," says Mr Chris 
Outbwaite, who heads tbe 
60-strong Crown Agents 
presence. 

One of his first actions 
was to let the "opposition” 
know Crown Agents had 
arrived by setting up flexible 
anti-smuggling teams. Suc- 
cesses were quids and cov- 


ered cigarettes, alcohol, elec- 
trical goods, meat, con- 
densed milk, even yoghurt 
The first appearance of a 
unit on the road from Swazi- 
land provoked dismay on the 
border, and not a truck 
crossed for two days. “Word 
gets around very rapidly," 
says Mr Outhwaite. “If a 
unit is spotted anywhere on 
the road from South Africa 
there is an almost immediate 
backup of trucks on the 
other side." 

But be admits these early 
seizures "are like standing 
under a shower and trying 
to catch the individual 
drops". Crown Agents has 
yet to establish a presence in 
the port of Beira and in tbe 
north of the country. 

“We have not yet com- 
pleted our research," says 
Mr Outhwaite. “There are a 
whole range of problems to 
confront, such as the way 
the border meanders about, 
and the number of entry 
points, many of which do not 
even have telephones." 

Meanwhile, Crown Agents 
staff are studying the opposi- 
tion. "We are watching to 
see how thing s operate. For 
example, we know that the 
value of imported goods is 
often ridiculously unre- 
ported. The other day we 
stopped a new American 
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sports car that entered the 
country with a declared 
value of $500. The guy really 
began to sweat when he real- 
ised he was dealing with a 
new set-up," says Mr Outh- 
waite. "But what we need to 
do is to find out where the 
tap can be shut off com- 
pletely. There are a lot of 
people out there who are in 
for a nasty shock during the 
next few months." 

Those include senior man- 
here of the customs service, 
many of whom are likely to 
lose their jobs. Part of the 
Crown Agents responsibility’ 
will be to find and train up 
to 300 new recruits. Tbe Min- 
istry of Finance has accepted 
that corruption can only be 


fully tackled once salaries 
are increased and is study- 
ing incentive schemes 
related to the value of sei- 
zures. 

“People must know if they 
step out of line their well 
paid job will be at risk, and 
they will be unlikely to get 
another," says Mr Outh- 
waite. “Our aim must be to 
leave Mozambique with 
something that is sustain- 
able." 

The government hopes 
some results will be more 
immediate. It has set Crown 
Agents a revenue target of 
5125m (£76. 6m) in its first 
year, which represents a 
nearly 50 per cent increase 
on last year. It will be hard 
to achieve. In the first quar- 
ter revenues actually fell, 
probably because of stockpil- 
ing in advance of Crown 
Agents’ arrival, but also 
because tbe flow of goods 
has eased while the Industry 
studies alternative routes 
and tactics. 

"We know they are watch- 
ing us,” says Mr Outhwaite. 
who is on secondment from 
his job as chief internal audi- 
tor of the UK customs ser- 
vice. “But we have not been 
sleeping. We have a lot of 
good ideas, as they will find 
out. I enjoy a challenge and 
this one is quite unique.” 


French 
troops 
move out 

France began withdrawing 
its troops from Congo (Braz- 
zaville) yesterday after 
evacuating more than 5,000 
foreign nationals caught up 
in a bloody political and eth- 
nic dispute in the former 
French colony, agencies 
report 

Despite occasional shoot- 
ing, there was relative lull 
in fighting in tbe capital. 
Brazzaville, as peace talks 
got under way in neighbour- 
ing Gabon. 

France built up a force of 

1,200 troops in BrasaviUe 
after fighting broke out on 
June 5 between rival militia 
backing Congo President 

Pascal Lissouha and former 
military leader Denis Sassou 
Ngnesso. 

But the French are press- 
ing ahead with withdrawal 
now in spite of an appeal by 
President Ussonba that they 
leave troops as a b offer 
force between militiamen. 

France yesterday called 
for presidential elections to 
go ahead on schedule on 
July 27. 

Envoys of the rival leaders 
flew to Gabon on Sunday to 
start peace talks. The presi- 
dents of Chad, Mall, Gabon 
and Central African Repub- 
lic will also attend the talks. 
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Prime minister suspends contacts with N Ireland republicans after policemen are shot 

IRA killings shatter latest peace hopes 


By John Kampfner in London 
and John Murray Brown bi Dublin 

Government hopes of reviving the 
search for peace in Northern 
Ireland were shattered last night 
after the Irish Republican Army 
shot dead two policemen. 

Mr Tony Blair, the prime minis- 
ter, in Amsterdam far the Euro- 
pean Union summit, announced 
the suspension of contacts with 
Sinn FOn, the IRA's political wing. 
He instructed officials not to pro- 
ceed with a third round of talks 
planned for today. 

The officers were shot from close 


range while on Coot patrol in the 
centre of Dugan. Co Arm agh . 

The tfwrfag and location of the 
wiling* - just 10 miles from Dnnn- 
cxee, the flashpoint for last year's 
violent summer marching season - 
axe certain to exacerbate commu- 
nity tensions and could now trig- 
ger a reaction from pro-British loy- 
alists. With this year's Drumcree 
march by loyalists less than a 
month away, attention was focused 
on loyalist paramilitaries, whose 
ceasefire hangs in the balance. 

The latest killing appeared 
designed to send a message to. Mr 
Blair that the IRA will continue 


where ft Left off under the previous 
Conservative government. 

In his first speech on Northern 
Ireland as prime minister, Mr Blah- 
announced last month the resump- 
tion of civil service discussions 
with Sinn Fein. However, ministers 
have since been dismayed by an 
absence of positive signals from 
republican leaders. 

After discussing the situation 
with Mr John Bruton, the outgoing 
Irish prime minister. Mr Blair said 
of the IRA and Sinn F£m: “Their 
cynicism and hypocrisy are sicken- 
ing. Their actions defy normal 
understanding.” 


He added: “It is dlffiralt to inter- 
pret this latest attack as anything 
but a signal that Sinn Fdta and the 
IRA are not interested in peace and 
democracy and prefer violence. 
There is obviously no question of a 
further meeting with Sinn F8ta in 
these circumstances 
In Dublin, Mr Bertie Ahem, the 
Fianna Fail leader who is expected 
to be declared Ireland’s prime min- 
ister on June 36, said the killings 
“deliberately undermined the hope- 
ful political efforts to restore peace 
and bring bade inclusive and sub- 
stantive negotiations". Mr Ahem 
was said to be reconsidering a pro- 


posed meeting with Sinn FSin. 

Mr David Trimble, leader of the 
Ulster Unionist party - the largest 
pro-British party in Northern 
Ireland - who was prominent at 
Drumcree last year, appealed for 
calm among loyalists. 

The murders, for which the 
IRA's North Armagh brigade 
admitted responsibility, raised 
fresh doubts about the control of 
Mr Gerry Adams, the Sinn Ffeln 
president, over hardline IRA ele- 
ments. 

This is the first time policemen 
have been killed by the IRA since 
its ceasefire in late 1991 


Raising $8bn 
and a howl 
of protest 

Chancellor poised to ignore 
warnings on tax reform plan 
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T he UK Treasury has 
proposed that next 
month’s Budget 
should include the abolition 
of a 20 per cent tax credit on 
dividend payments to raise 
up to £5bn ($8.l5bn) from 
pension funds and other tax- 
exempt institutions. 

If Mr Gordon Brown, the 
chancellor of the exchequer, 
does abolish the tax credit, it 
will mark the failure of one 
of the most concerted cam- 
paigns ever directed at a 
new holder of the office. 

The outcome will be stud- 
ied closely by international 
investors and other tax 
authorities, which may wish 
to consider the implications 
for their own tax regimes. 

Ever since the Issue 
emerged in the run-up to the 
general election, the Labour 
party's Treasury team has 
been bombarded with dire 
warnings about the possible 
effect of cutting the credit, 
let alone abolishing it 
Labour appears to have 
decided that the warnings 
have been overdone and that 
reducing the benefits of pay- 
ing dividends will liberate 
companies to Invest more - 
redressing what it sees as 


one of the UK economy's big 
structural faults - although 
it would also raise the cost 
of capital. 

Companies pay advance 
corporation tax when divi- 
dends are paid out Share- 
holders get an equivalent tax 
credit and tax-exempt share- 
holders, like pension funds, 
can claim repayment About 
£5bn is reclaimed by tax- 
exempt UK Investors. 

Critics, alerted by reports 
that Labour was considering 
such reforms, said that what 
looked like a “victimless tax 
increase" would actually cut 
the total value of quoted 
companies by reducing 
expected dividend streams. 

There would also be a sec- 
ondary knock-on effect. 
Share prices would be hit 
again as some companies 
were forced to top up their 
pension funds as the value of 
equity holdings fell. In order 
to meet solvency require- 
ments. 

Warnings qhtth» from the 
Confederation of British 
Industry (the employers’ 
organisation), the National 
Association of Pension 
Funds, the Association of 
British Insurers and others. 



Chancellor Gordon Brown may be criticised for not seeking wider consultation 
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NatWest Securities said 
earlier this year that in 
theory, abolition of the tax 
credit would lead to a 9.1 per 
cent fall in the value of the 
FTSE 100 companies. In 1993. 
when the last government 
cut the ACT credit by 5 per- 
centage points to 20 per cent, 
the value of the FTSE 100 
fell zs per cent In the follow- 
ing month. 

But it is difficult to disen- 
tangle theoretical factors 
from the real ones that drive 
the UK market There is a 
good chance the Impact 
would be less than forecast 
because it may have already 
been discounted to some 
extent Some warned that 


because some employers . 
would not be able to top up 
p ension schemes to defend 
solvency - as laid out in 
so-called minimum funding 
requirements - they would 
be forced to opt for lower- 
cost provision, leading to 
reduced retirement benefits. 

There were also warnings 
from charities. It is unclear 
what the Labour govern- 
ment will do in this area, but 
complete withdrawal of 
relief would cost at least 
£250m a year. The Wellcome 
Trust, a leading grant- 
making organisation, calcu- 
lates that it would lose £lm 
a week if ACT relief were 
eliminated. If it becomes 


clear radical reform of ACT 
is to be included in the Bud- 
get, it is likely more compa- 
nies will try to bring forward 
interim dividend payments 
to beat the changes. There is 
speculation, however, that 
the chancellor could make 
abolition retrospective. 

If the chancellor does abol- 
ish ACT credits in one foil 
swoop, he will face criticism 
from industry for not seek- 
ing wider, consultation. Com- 
panies will ask why he did 
not abolish ACT Itself at the 

same ti me. Tag-exemp t indi- 
viduals, however, may get 
some transitional relief. 


Jim Kelly 


Tax shelter scheme may lose its appeal 


By PtriHp Coggan 
in London 

The personal equity plan 
industry, which has chan- 
nelled billions of pounds 
worth of savings into UK 
equities, seems likely to be 
revolutionised if the divi- 
dend tax credit is abolished. 

Returns for Pep investors 
are free of income and capi- 
tal gains tax. In practice, 
this means Pep Investors, 
such as pension funds, can 
reclaim a tax credit on their 
dividends under the current 
system. An 8p per share divi- 
dend is grossed up to lOp for 
Pep investors. 

If the credit were to be 
abolished without any offset- 
ting tax changes, this would 
reduce the income of Pep 
holders by 20 per cent and 
severely dent the attractions 
of a Pep. Some industry out- 
siders admit that such a 
change would be likely to hit 
sales of Peps, although Pep 
profits would still he free 
from capital gains tax. How- 
ever, since all investors have 
an annual exemption from 
CGT Of £6^00 (*10,600). the 
tax is a problem for only a 
small number of investors. 


The director of the National Association of 
Pension Funds yesterday called on the gov- 
ernment to publish a consultative green 
paper before attempting any reform of pen- 
sion taxation, Ross Tiexnan writes. 

Ms Ann Robinson said the government 
would be making a grave mistake if it were 
to abolish the 20 per cent tax credit enjoyed 
by pension funds on dividend payments 
without a thorough study of the conse- 
quences, because of the complex knock-on 
effects on both pensioners and company 
Investment 

She spoke after senior ministers and offi- 
cials indicated that abolition of the credit 
was now the preferred, option of the Trea- 
sury to raise up to £5bn ($S.15bn) in next 
month's Budget 

“It would be wise not to do this nntfl you 
have had a green paper and a select commit- 
tee," said Ms Robinson. “It could have not 
only a tremendous Impact upon pensioners, 
but also upon companies and investors.*' 


Some member funds have warned NAPF 
of serious consequences if foe tax credit 
which ensures pension contributions are 
untaxed until they are paid out is abol- 
ished. Chiefs of the £12bn Post Office Pen- 
sion Plans have told NAFF that their 
180,000 members would have to contribute 
an additional one per cent of their salaries 
if foe credit were removed. Emap, the pub- 
lisher, has warned that the pension paid by 
its managed pension fond would be reduced. 

According to Mr Alastair Ross Goobey, 
chief executive of Hermes Pensions Manage- 
ment, BT, the telecoms group, was obliged 
to inject more than £lbn into its pension 
scheme when the credit was reduced from 
25 pa cent four years ago. 

Ms Robinson said that with many compa- 
nies now enjoying robust profitability and 
strong balance sheets, axing the divided 
might have the “perverse" effect of encour- 
aging companies to increase payouts to 
compensate for the tax take. 


There are indications that 
the government has spotted 
this problem and that "tran- 
sitional arrangements" may 
be made to protect individ- 
ual investors from the tax 
change. In any case, it would 
seem an odd decision to 
introduce a measure that 
discouraged savings at a 
time when economists are 
worried about a consumer 


boom. But if the tax credit is 
abolished without offsetting 
measures, It may have some 
unintended consequences for 
the Pep industry. 

“In the case of the unit 
trust Pep, it is likely to have 
complex effects, making cor- 
porate bond Peps more 
attractive and making Peps 
relatively more attractive to 
higher rate taxpayers than 


to lower rate payers." said 
Mr Philip Wariand, director- 
general of the Association of 
Unit Trusts and Investment 
Funds. 

Bond Peps pay a high level 
of income but offer only lim- 
ited opportunities for capital 
growth. They are mainly 
attractive to elderly inves- 
tors and made op a fifth of 
the Pep market last year. 


But they would be unaf- 
fected by the change to the 
dividend tax regime and 
thus would look correspond- 
ingly more attractive, rela- 
tive to equity-based Peps. 
Band Peps could thus come 
to dominate the market 

The dividend tax credit 
would also mean that equity 
Peps might become almost 
the exclusive preserve of top- 
rate taxpayers. At present 
higher rate taxpayers who 
hold shares outside a Pep 
must pay a further tax an 
their dividend income, repre- 
senting the difference 
between the 20 per cent tax 
credit and the 40 per cent 
tap rate. An 8p per 6hare net 
dividend becomes worth 6p 
to the top-rate payer. 

Even if the tax credit was 
abolished, there would still 
be an advantage for higher 
rate taxpayers in owning a 
Pep since they would avoid 
the “top-up” tax. 

Basic rate taxpayers would 
have no income tax advan- 
tage from a Pep, and might 
even be worse off because of 
extra management charges. 

.This might push basic rate 
investors into other tax shel- 
ters. 


Tension 
mounts 
in Tory 
contest 


By John Kampfner 
In London and Robert 
Poston in Amsterdam 

Mr william Hague was last 
night set to take command 
of the Conservative leader- 
ship contest as Mr Kenneth 
Clarke’s team accused the 
government of inflaming 
Tory tensions. 

After five days of often 
underhand dealings, the 
three remaining contenders 
made a final pitch for the 
votes of the 164 Conservative 
MPs at the hustings in the 
House of Commons. 

Aides of Mr John Redwood 
expressed confidence that, 
contrary to expectation, he 
would grab second place- 
behind Mr Hague, eliminat- 
ing Mr Clarke. 

Both the other campg dis- 
counted the claim, forecast- 
ing a run-off on Thursday 
between Mr Clarke, a 
staunch pro-European, and 
Mr Hague, the young pre- 
tender of the centre right. 

The Hague camp boasted 
its most prominent new con- 
vert when Mrs Gillian Shep- 
hard, the former education 
secretary who managed the 
campaign of Mr Peter Lilley 


in last week's first round, 
announced she was hiking 
the former Welsh secretary. 
She had been considering 
supporting Mr Clarke. 

The apparent inability of 
the former chancellor to win 

oyer. more -senior figures. in 

the centre of foe party 1ms 
added to nervousness among 
his colleagues. 

Their difficulties increased 
when an official accompany- 
ing Mr Tony Blair at foe 
European Union summit in 
Amsterdam said the Labour 
party had been in talks with 
potential defectors among 
pro-European Tories. 

“Conservative MPs are 
interested in talking to us 
about foe way they could 
relate to a Labour govern- 
ment” the official said. 

He suggested a number of 
Tory MPs had been “pretty 
horrified” when Mr Hague 
had come out against Euro- 
pean monetary union last 
week. 

The claim was denied by 
Tory MPs who have been 
prominent in criticising the 
party's Eurosceptic drift in 
recent years. “I had some 
Informal contact before, but 
none since the election," 
said one pro-European. “This 
is mischievous kite-flying." 

Mr David Curry, Mr 
Clarke’s campaign manager, 
accused the prime minister’s 
aides of trying to "destabil- 
ise” the Tory party. 

A senior Labour MP said 
speculation about potential 
defections would -backfire. 
“By doing this, we will kill 
off prospects of any of them 
joining us," said th*> mp 
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$5bn investment 
record for Scots 


By James Buxton 
in Edinburgh 

Inward investment into 
Scotland broke new records 
in the year to the end of 
March 1997. Some 86 projects 
with a total value of £3.lbn 
($5.G5bn) were agreed, creat- 
ing or safeguarding nearly 
14.300 jobs- 

Both are the highest num- 
bers since Locate in Scot- 
land. the inward investment 
agency, was set up in 1951. 
In 1995-96 Scotland attracted 
£981m worth of projects, 
creating or safeguarding 
10,136 jobs. 

The figures were boosted 
by Hyundai, the South Kor- 
ean company, which 
announced in October that it 
would invest £2.4bn in two 
wafer fabrication plants in 
Fife, creating 2,000 jobs. 

Once again the electronics 
sector was foe biggest area 


for new investment. Lite-On, 
a Taiwanese company, said 
last year it would create 

1,000 jobs assembling com- 
puter monitors close to foe 
cathode ray tube plant of 
Chung Hwa, another Tai- 
wanese group. JabU, a US 
printed circuit-board maker, 
promised 500 new jobs at its 
plant near Edinburgh. 

Another strong sector for 
new investment was call 
centres. First Direct, foe 
fast-growing telephone bank 
owned by Midland Bank, is 
establishing a call centre at 
Hamilton in Lanarkshire, 
initially employing 700 staff. 

Mr Brian Wilson, the Scot- 
tish Industry minister, who 
announced the figures 
achieved under his Conser- 
vative predecessors, said the 
performance showed the 
many advantages which 
Scotland enjoyed as a busi- 
ness location. 


UK NEWS DIGEST 


Lottery may 
‘sponsor’ sport 

ssr.s=ss»'SS£sS* 

tobacco companies where worts ; can demonstrate that 
do acknowtedge 

tog last month that sports sponsorship would be rnckided 

tothe tobacco advertising ban. promised “time and hup 

t °GOTSnS t wuices are reluctant to ““JJ™ 
could include lottery money for fear ^ 1 I S y 

or abandon foe search for alternatives IT the> beUeve lot 
tery cash might help them. All forms of sports spo nsor- 
ship totalled more than £30Om ($«9m) last year. “JjJ’Sv . 
togto foe Department of National Heritage, althoughtbat 
Sdudes foe £30m spent by foe tobacco industry Interna- 
tionally on Formula l motor racing. 

A government consultative document on ending 
tobacco advertising and sponswship is due nesrt month ^at 
about the same time as one which will add health to the 
“good causes" on which money from foe lottery could be 
s g pnf Nicholas Tinmans London 

LONDON UNDERGROUND 


Warning over privatisation plans 

London’s cash-strapped underground system should not 
be privatised until foe government is absolutely sure it 
will get a better deal than in the public sector. Mr Peter 
Ford, London Transport chairman, warned yesterday. 

Mr Ford, who took over at London Transport in 1994 
after a career in the private sector, queried whether pri- 
vate management could improve on foe regime which bad 
tamed the Tube from operating losses to profits aver the 
past four years. He also attacked foe inflexibility or gov- 
ernments once they embarked on a course of action and 
the objectivity of City advisers once they became 
involved. His remarks coincided with the revelation that 
Labour had begun confidents! talks about Tube privatisa- 
tion with senior executives at SBC Warburg, the mer- 
chant bank which advised on last year’s Rail track flota- 
tion, a month before the election. Mr John Prescott the 
deputy prime minister, was clearly embarrassed at his 
decision to appoint financial consultants to advise on pos- 
sible privatisation. Labour in opposition 
lamhaated the Conservative government’s use of financial 
advisers. Charles Batchelor and George Parker. London 

■ HELD SPORTS 


Blow for MP in anti-hunt move 

A bill to ban fox hunting was yesterday dealt a serious 
blow after the prime minister’s office signalled that foe 
measure would receive minimal government support 

Mr Michael Foster, the Labour MP who temped the 
annual private members' ballot, confirmed he would be 
introducing a bill outlawing hunting with hounds, a move 
likely to provoke a furious political row. But even before 
the bill was armnnncpd, Downing Street had indicated it 
would not receive government assistance. 

Government official*? are understood to be concerned 
not to antagonise foe House of Lords - where there is 
strong opposition to a ban - fearing that peers could 
cause difficulties for flagship legislation such as Scottish 
and Welsh devolution. 

Opponents of blood sports say there is an overwhelming 
majority in the House of Commons in favour of a hunting 
ban. But the British Field Sports Society has estimated 
that about 14,000 Jobs across Britain depended directly on 
hunting. Liam HaUSgan. London 

AGRICULTURE 


$6m award for scrapie research 

£3J3m ($6.&n) for a new research project into eradicating 
scrapie, the disease of sheep thought to be foe cause of 
BSE [bovine spongiform encephalopathy, or mad cow dis- 
ease] to cattle, and in turn of GJD [Creuzfeldt-Jakob Dis- 
ease} to humans, has been awarded by foe Biotechnology 
and Biological Sciences Research Council. 

The money wffl go to the Institute for Animal Health, 
which will investigate how scrapie develops and is trans- 
mitted. and how genetic factors make some sheep more 
susceptible than others. 

Scrapie is thought to have existed in UK flocks for over 
200 years but had not been a cause for concern until it 
jumped foe species barrier into cattle. Scientists believe 
this happened as a result of sheep remains being used as 
protein in. cattle feed. 

In future, sheep suffering from scrapie will be compul- 
sorily slaughtered, and farmers will receive compensa- . 
tion. The move is likely to increase the reporting of sera- - 
pie cases, which currently total between aon a nd 500 a 
y 081 - Maggie Uny, London 

TRAFFIC CONGESTION 


Pre-booked parking for shoppers 

One of Britain’s largest conurbations, Newcastle upon 
Tyne to north-east England, is planning to make shoppers 
pre-book parking spaces to tackle the growing problem of 
urban traffic congestion. Car use in Newcastle city centre 
is estimated to be rising by about 2 per cent a year. 

Businesses would also have to state an acceptable 
to gain a permit to bring vehicles into some of the most 
congested city centre areas. The city council aHwia to con- 
trol vehicle movements on the basis of need rather 
through road pricing, which is used in cities such as Sing- 
a pore. where vehicle users pay for permits to enter the 
centre. 

Other UK cities, including Bristol in the west of 
England and Edinburgh in Scotland, are investigating ■ 
road pricing. Chris Tighe. Newcastle upon Tune 


NOTICE TO BONDHOLDERS OF ' ' “ 

Formosa C h e mical s & Fibre Corporation : ' 
CTCFC*) 

fl nft npo ra ted In Thhraa, Rqwbflc of China) 

US$250, 000,000 

1 3/4 per cent. Convertible Bonds due 2001 

SBESSSESSSmBBBit&SsjiSg 

™ *■ and continued to hoWtK 


nm and the approrimge dales tor In 

CKbange lor Entmemtnt Certificate* will be pfo&shed Inter a the Company* 
application of capital increase Is approved by the government, 

FORMOSA CHEMCAXS & FIBRE CORPOftAXKW 
BY: ChflMnk NJL 

June 12. 1997 MadfSCwwn ha Agtrt 
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Siderca 

Tamsa 


From the North Sea 


to the Sahara Desert, 


always responding 


to our client’s 


specific needs . 


the most important 


installations 


in the world 


are proof; of $ Dalmine 


Pipe reliability , 


even under 
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T he race is on between two 
small biotech companies 
and their much larger 
drug industry partners to bring 
the first specific flu treatment to 
the market 

Last week Biota Holdings of 
Australia said it could have its 
drug, known as Zanamivlr, on 
sale as early as 1999. 

Zanamivir is being developed 
by Glaxo Wellcome, the UK 
pharmaceutical group. Glaxo 
last month began large-scale 
(Phase m) clinical trials, 
following previous tests which 
showed that the remedy is active 
against all forms of influenza. 

Zanamivir faces competition 
from GS 4104, a drag discovered 
by Gilead Sciences of the US. 
Roche of Switzerland last year 
acquired worldwide marketing 
rights far GS 4104, which 
last month began Phase n 


TECHNOLOGY 


I nTha Jetsons, a US TV can 
sates, futuristic ctaar- 
actars simply pressed a but- 
toa on the wall whan they 
" out would pop 
tim whfin swallowed 
toe tastes and nutri- 
of a three-course dinner. The 
Juts were no doubt a spool on the 
hewly popular vitamin industry. 

“fi series were made today, 
toe Jetsons would probably pass 
on the pills. The pendulum has 

swung back and today’s research- 

fJJ. ^ asking the question: 
rather than serve food in the 
lorn medicine, why not serve 
medittoe in the form of food? 

, to the US and Europe, food and 
“otechnofogy companies are bet- 
ting cm products with claims to 
toaease prevention. Known as 
^nnt raceuticals" or “functional 
foods", they go beyond claims of 
low fot and cholesterol to prom- 
ise specific health benefits, such 
as red ucing blood sugar levels or 
improving the immune system. 

"Nutraceutlcal [promoters 1 
basically see food as a delivery 
m e c h ani s m for disease-fighting 
compounds," says Nancy Borge- 
san, a senior consultant specialis- 
ing in functional foods for the 
consultancy SKL 
_ The first examples of this new 
line of products are already mov- 
ing into the supermarkets. In 
Europe, Nestl£ is marketing LCl 
yoghurt, fortified with a special 
ingredient to rid the body of 
harmful bacteria such as salmo- 
nella. Florida-based Tropicana 
has put out a new line of nutri- 
ent-enhanced Juices for health- 
conscious consumers. 

In January, . Campbell Soup 
began trial sales in Ohio of a new 
brand called Intelligent Quisine, 
retailing far about $10 (£6-20) for 


Victoria Griffith on how researchers are adding medicinal value to the things we eat 


Healthy taste for 
souped-up foods 




three home-delivered meals a 
day. The company Is promising 
consumers lower cholesterol, 
blood pressure and blood sugar if 
they stick with the programme 
far 10 weeks or more. 

More nutraceaticals are in the 
pipeline. Kellogg, the US break- 
fast cereal maker, will soon open 
a $75m (£46m) research centre in 
Michigan dedicated to developing 
functional foods. It has also 
applied to the US Food and Drug 
Administration for approval to 
advertise some of its cereal prod- 
ucts as a prevention for colon 
cancer. 

Nabisco, another US food com- 
pany, says it is working on a new 
line of such products and may 
make some announcements over 
the next few months. Agronomy 
groups Zeneca and Monsanto are 
also developing nutritionally 
pumped-up produce. 

New knowledge about nutri- 
tion is pushing nutraceutlcals 
forward. In addition to basic vita- 
mins and min erals, scientists 
have identified new classes of 
nutrients such as phytochemicals 
that are considered essential in 
the battle against cancer and 
other diseases. As a result, 
vitamin formulations are becom- 


ing bigger and more specialised. 

“At some point, the supple- 
ment gets so big that it makes 
sense to put it in food, rather 
than pill form," says Nancy 
Childs, a professor of food mar- 
keting at St Joseph's University 
in Philadelphia. 

The amount of technological 
engineering involved in nutra- 
ceuticals will probably vary 
widely. Functional foods could 
Include anything from a snack 

'At some point, the 
Supplement gets 
so big that It 
makes sense to put 
it in food, rather 
than pill form’ 

bar with extra bran to genetically 
altered "fruits and vegetables. 
Some of the most interesting 
work Is coming out of bioscience 
companies such as Monsanto and 
Zeneca. 

In Germany, Monsanto has just 
launched special eggs with DHA, 
a nutrient known to reduce the 
risk of heart disease and mainly 


found in fish. Fish obtain the 
nutrient from certain types of 
algae. By lacing chicken feed, 
with the same algae, researchers 
for the project say they have 
managed to produce eggs with a 
similar, nutritional value. 

Zeneca and Monsanto are both 
working on tomatoes with extra 
lycopene, a type of beta-carotene 
identified as a cancer-fighting . 
nutrient. The challenge is to 
come up with a souped-up crop 
that produces the same yields as 
other tomatoes. “The extra lyco- 
pene part is easy," says a 
researcher. “The problem is to 
make it economically feasible." 

At the government-sponsored 
National Food Biotechnology 
Centre in the Irish Republic, 
researchers are searching for a 
private-sector partner to market 
a “health milk" they are develop- 
ing. Scientists would lace the 
milk with special lactic acid bac- 
teria in the hope that the hugs 
would colonise In the human 
digestive tract. The lactic acid 
would then battle harmful bac- 
teria. 

Functional foods have potential 
drawbacks. For one thing, the 
regulatory environment to sup- 
port health claims is uncertain. 



. 


mm 



At present, the US Food and 
Drug Administration specifies 
that foods may make general 
health claims such ad “heart 
healthy”, if manufacturers wish 
to pitch their products for more 
specific diseases, however, clini- 
cal trials, are probably. necessary. 

That may not constitute ~a bar- 
rier for some food groups. Finan- 


cing research to Support health 
claims is a growing trend in the 
industry. In. the early 1990s, the 
cranberry company Ocean Spray 
paid for clinical trials to .'show 
that cranberry juice can help Pre- 
vent -urinary tract Infections, 
fhwi successfully used Hm* sup- 
porting results, to -market - 'its 
product. . Campbell Soup also' 


^financed a series of clinical trials 

to back up its health pitch for the 
. intelligent Quisine brand. 

. .Even so, companies are cau- 
tions about making health claims 
that' would unrealistic^ raise 
' consume’ hopes. "We have to 
be very careful about making 

- such 1 claims, ■ especially with 

- something -as-- serio u s as ca nc er 

- heart disease." Says Nigel 
. Pbole, r^ulatory'afiairs m ana g e r 

at Zeneca. “It would be difficult 
to prove such claims, and could 
gist .us in trcrabte legafly as well 
aa tarnish our image with the 
public.” 

. Even if ‘they turn out. well, re- 
T search and clinical trials ate ex- 
pensive, and as . pharmaceutical 
companies, know only too well, 
regulatory approval.is not always 
:. forthcoming, moreover, many 
nutritional innovations sure 
extremely difficult to patent, so 
Ymitatore could easily wipe out 
'-•any, advantage.-- Companies 
chraiiri be fairly certain, of a sub- 
stantial pay-off before stalking too 
-'much money into such ventures. 

In spite of the challenges, fnne- 
tional foods jkipk set to be a big 
new area for ■ manufacturers. 
While nutraceutlcals may not 
provide any. greater health bene- 
fits than can be obtained by eat- 
ing balanced meals, companies 
• are betting consumers wilt pay a 
heavy premium to get the extra 
’ convenience and taste- That bet 
may pay off.'- . 

"Its clearly not enough to just 
tail people 'to eat mare fruit and 
vegetables." says Borgeson of 
SBL "People Wtant' to eat healthy, 
but only if they can do it with the 
convenience foods and tastes 
they’re used to. Because of that 

- nutraceuticals will probably be a 
very appealing consumer item." 


Race to block influenza enzyme 

Two treatments specifically for flu are vying to get to the market, says Michael Peel 


clinical testing in the US. 

But Biota had a headstart of 
several years to developing its 
drag, and Zanamivir has already 
been tested an people. 

Against that, the timetable for 
its development was put back a 
year to allow Phase n trials to 
be held over two winters rather 
than one. 

Glaxo used the extra time to 
monitor the drag’s effects on 
people who are at most risk 
from hifini»nM» became they 
have diseases of (he heart, lungs 
or immune system. Fin Mils tens 
of thousands of people in the 
northern hemisphere each year. 


Hugh NIall, chief executive of 
Biota, says no trial participants 
suffered any side-effects from 
taking Zanamivir. “That is truly 
remarkable,” he says. 

“It is not straig h tforward [to 
make] but we have a vary 
effective manufacturing process 
that Is scaleable to large 
amounts. The drag seems to be 
extremely stable, which is very 
important when you are dealing 
with seasonal ailments.” 

Both drags inhibit the enzyme 
neuraminidase, which cleaves 
the bond between the flu virus 
and the airway surface to which 
it is attached, leaving the virus 


free to reproduce. The drags 
stop the enzyme working by 
blocking Its active site. 

Flu kills tens of 
thousands of people 
in the northern 
hemisphere 
each year 

While the two drugs pursue 
the same target, they take 
diff erent routes to their quarry. 
Zanamivir is inhaled, while GS 
4104 Is taken orally. 


Conventional wisdom says 
patients prefer to swallow, 
rather than sniff medication. . 
BtoNlafl says it makes more 
sense to inhale flu drags. "rite 
virus grows in tire surface of the 
airways and infects the cells 
that Mne the nose, throat and . 
lungs,” hie says. 

“With inhalation, it is possible 
to get the drug to the site of . 
infection within a second or two. 
That seems to us logical wife a 
disease where the virus is - 
multiplying rapidly.” . . 

He points out that much 
higher concentrations can be 
built up at the active site if the 


rfinyit tniiai^ rathe r humi •’ 

absorbed in tbe gut and diffused 
. through- the Wood. “Very little . 
of the drag gets into the body,” 
he says. 

“And it is relatively easily 
excreted In the urine Tou ~ 
reduce - 1 wouldn’t say 
eftniih«to —the- chances that you 
will get some sort of side-effect- " 

■ Biota has used ite knowledge 
of the structur e of 
neuraminidase to develop a flu ' 

dfapnoe fir fn fanifam with 
Zan a miv ir 

. Researchers have added a 
marker side-chain to the drug at 
a position where it does not 


4ntafere with. the binding of the- 
• molecule to the enzyme’s active 
site. 

NIall toys treatment with a 
chemical reagent reveals within 
15 minstes the presence the 
drug-virus complex. Existing flu 
tests have to be salt to a . 
laboratory for analysis. 

NIall believes the development 

of tiie diagnostic wfllheip 
Zanamivir receive approval 
from regulators who may be 
worried that people will resort 
to the new drag at the first sign 
of any. flu-tike symptoms. “The 
early stages of flu.can be 
confused with bacterial and i 
respiratory infections,” lie says. 

“Obrioosly, if we hay e a drop . 
like this on the market and 
everyone is taking it when they 
think they have fig, there could 
be an astronomical use of it. 

That Is no nse to anyone.” 
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BUSINESS OPPORTUNITIES 

nrOSEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE ENJEWNG afTO 


CONTRACTS & TENDERS 


I ^ PERSONAL 

1 NUMBER covwnv 

OR I 

DC 1 

CASH Fi 
ANSWE 

Kb I 

Persona/ Numbers are now big news in the US and UK. 

And for less than a £550 set up cost, you too could cash 
in on the big money as on Authorised Consultant, with at 
least 30 leads per month. So to get your share of the 

07 000 and 07074 Personal Number market, call now on 
07000 654327. Before someone else does. 


PINE MANUFACTURING 
OPPORTUNITY 

Pine Fuel ary and manufacturing 
fKrility CO let. Fully equipped. 18,000 
ft 1 with low rental. 
Attainable turnover £1'A million jxa. 
Telephone 41783 274 003 
Fax 0171 483 0018 


PRIVATE HOUSE 
BUILDING 
COMPANY 

requires additional equity 
with a view to flotation in the 
short term. Excellent track 
record operating nationally, 
head office based within M25. 

Write to Box B5312. Financial 
Times. One Southwark Bridge, 
London SE1 9HL 


raSTHBUTOR racMrad (EnglandMtaiea) 
A Scottish company Is looking lor 
dtatfbutnttsi tor England ataHut W fl tea » 
gaf Its nmgaoi fere. BumthasS Co. US. 
Tal: 01505324481 


PROJECT AND 


ftmd lnp awM Ma to UK and 
knantasond cAonki 

nngk> American Group Pfc. 

Tet 01924 201 366 
Fax: 01924 201 377 


Business Opportdmty 

Experienced Sales & 
Marketing Company, 
distributing to High Sheet 
Retailers, Rental Groups 
and Specialist 
Indepe nd ents seek quality 
partnership noth Consumer 
Durables Manufacturer 
pursuing 

UK representation. 

♦ Full In/Oui-bound 
Telemarketing Team 

♦ Full Advanced IT 
faculties 

♦ Complete After Sales, 
Service & Logistics 

♦ Located M4 Corridor 

Apply in confidence: 
B e e ch wood Consultants, 
Beech wood House, 
Kemble, Gloucestershire 

GL7 6BT 


CONTRACTS & TENDERS 


NOTICE OF SALE 

Italian Company in liquidation sells a hotel complex of about 2. 145.000 sqm., separately or as a whole, 
situated in Sciacca. Contrada Sovareto - AG - Sicily - Italy _____ 

Detailed Acknowledgement 

1) Central ana of approximately 1.113.000 sqm., destination T.l Zone - comprehensive of thermal 
bath, accommodation and sanitary fittings, with 4 hotels equipped with thermal arid technological 
systems with a capacity of 1689 beds. 

2) 619.000 sqm, facing Ribera, divided as follows: 456.000 sqm. destination uib&nistic “Tl Zone 1 . 
35.000 sqm. 'F Zoos', area of general interest equipment and 127.000 sqm. *T2 Zone’ area fix 
meeting centres wife thermal and sanitary fittings. 

3) 415.000 sqm. faring Sciacca. nearly all destined to T1 Zone'. 

4) Large number of rustic bouses built on the above said areas. One of them is a XYH Century 'baglio* 
named ‘Friscia' together with another named 'Maglienti'. 

5) Inactive Industrial complex of approximately 9.000 sqnu composed of a covered area of 2.000 sqm. 
and a gfYTja ^ building with 6 rooms and accessories. 

Hie above mentioned urban! Stic rules are tin** of Sciacca ‘Piano Comprensoriale n. 6 ‘approved in 
January 1973. 

Interested parties can contact SJ.TA.S. Spa. in liquidation. Via Paolo Gili no. 4 - Palermo - TfcL 
+39/91/6518930-6522454 for farther details or on the spot investigations. » 

SJ.TJLS. S.p-a. in liquidation reserves the right, at its sole discretion and without assigning any reason, 
to take all decisions regarding flic start of negotiations or any kind of relationship with any third party 
which baa shown interest in the acquisition. 

Neither the publication of tins notice nor the receipt of any offers will create, with respect to SXTAS. 
Sna. in liquidation, any obligation to proceed in the sale or any obligation or bond whatsoever. 

AU offers must be sent by registered letter and addressed to SiTAS. S.pA in liquidation c/o Notary 
Enrico Rocca. Via Cwtiucci, 4 ■ 90141 Palermo by July 72, 1997. 

The present notice does not represent either a public offer ex art. 1336 of the Italian aril Code or a 
solicitation to public wring ex art. 1 S of Italian law no. 216/1974 including all successive modifications 
and Integra twos thereto, 

Tbe Tm lf* n text of this announcement shall prevail over that published in my other language in foreign 
newspapers. 

The proceeding of the sale is subject to Italian law. 

Liquidator. 


mmnsEHTOppomJi 

We have established an unopposed 
Niche within one ot the most 
ntantfflabta & targetable Leisure 
Markets in Europe. 

To enable us to fully exploit the 
potential, we require a cash infection 
of up to £250,000. Excellent returns 
structured to suit investors 
requirenMx. 

Prindpafiy only appfy to: 

PD Bax 6176, Redditch, 
Worcestershire, B9B 90E BIGLAND 
or telephone Graham Wlson 
on 01 527 68687 
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COMPANIES 
IN DIFFICULTY 

Is then; a sonad 
underlying business? 

Docs turnover exceed £5m? 

Pottem hetps with ftmds and 
rwwpjitnit 

The P osiers Fired is confidential 
and focosed solely on corporate 
turnarounds aid rescues 

Contact Trevor Swwe si 
Postern 44A Floral Street 
London WC2E9DA 
Tel: 0171 2404747 
Fax: 0171 240 2799 
IWW-ftvjd.MwRHlUt 


G R £ V IKON FO JNDPV 
CAPACITY AVAl* ABLE 


Tel: O'! 902 503444 
Fax: 01902 605443 


International Financial 
Services Group 

seeks UK and European Lessing 
Buiriaesscs for Acquisition. 


- Cash p ur ch a ses up to £2flm 
• Good covenants sought 
■ m? mH Ee nKn t w 

remain 


Principals only reply in 
confidence to: Box B5310. 
Financial Tunes, One Southwark 
Bridge. London SE1 9HL 
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ground floor, ocrspwkBJ42 ratSan 

r-- 

Bonidk ffrti floor, InsnienMiaqpied 
&2bixnl28r£m 

SHOT, mq. 369, Vn MootemW, 1% 


Pmperty 
Rome Cowioi sHop^^vtF.itaifatji . 

, _ . ■ IRterfflw.oaiqtiBdkajBnwon • 

SHOP, mq. 59, Piazzn dela Rotoada,6fi 

ground lion; ocrapied-UL5«J nifan SHOP, mq.H Wo F. fkmfai,17, . 

f rad Hterowfiate te' optii^d 
SHOP, rwj. 1 68, feai Htmoo; 67/68, &.I22i:sSoa. 


Ll lflon365affion 


STUDKL nq. 48, id. li ^ fiaa&lhnwno, - . 6.145 taSon 
&8, fflfi oocu{fod-UL234 - 


92,fttF.Iteifai,Zl,. . 
■diiwwtflohi floor, ff 


aMUiMBKUL0ffHF9q.42 > Vat&& 
^0^n«K3^AaqB^ ground floor, oapplod 

. SHOP, w. 46, Wo Kajadt, 8/10, '!■ OFFKFhiq. 54, Wo del fnfegnomi, 15, 
™^ltoJiiisen®^oaiipied Rra J7fl ndfoa ; 

1 via \W\ 

(kwr,ocmpied-UL507 mtaa ’ fon.occupiedjL^iidbw. . . 


SHOT, mq. 369, Vn MonteaiM, 12, , ORXL.iraWi VJe IhisteretLH/l^ SAIAfiLiw?-' 2IK3, Via Ltfina, 543, 
^•^.^r^ftwr^townert, oaopieo grand flon, oaqmHHiSS nflkm . .ftra^w^o ^to d 


SHOP, mq. 22, VJode'Bontl,159A 204/W/208, 

gtoeod &>., otnjpietUa. 79 m#0B IflilfimSior 


lfloor,free SHOT,«q. 




The above mentioned property wul be sold by public auction at 
10.00 ajD. on 9th July 1997 at the office of Risorse pex Roma - 
RPRroa, Vra UfoseAldrovamfi 16 -00197 Roroa, Italy.. . 

The offera must be sent id sealed envelopes to the above address 
by IjOO pm on 8“ July 1997. The notice of the call for bids has 
been published in G.U.fl. 130 and FAX. n. 45 on©* June 1997. 
Bidding .regulations and other information can be obtained from 
the RPR office or at tbe following munben39/6/360A2901 

7 TieCfuaman Risorse per Roma- RPR spa 
Umberto Mosso 


AN UnTlATTVE BY 
BOHECOOIKlt - 

Aidlnrily far d» FoBdas 

~ J . j:' — f 

' C—til Propcrtyd 




OFFICE FURNITURE 


Wb haw - (flreet tram tha lAanufadurar - now high qtuflty wwcudvB Bnd 
fy««a rengM - Boidarence and reoepdona. Lwpe cMct of renews. - 
mlBfflfra awUm tamlnalfi tlribhu 


with discount of up to 40'-.: from R.R.P.! 


London Showroom tor lowing: S8-73 tlaebUdcrAFfOBCl, London WC1X BTA 
fidl cansad and planning servtoat. 


LINEfiBURO ITD Toll 0171-631 CC7G 


erry pxc. relocates substantial quantity 

OF OFT1CE FURNITURE AVAILABLE - 
MUST BE CLEARED BY END OF JULY. 

TO INCLUDE THE FOLLOWING: 

In Oak, Rosewood & Grey 

- 4 Man Workstations, Single Wbikstetinns, £xeemiv« Strifes. ^ 
Storageincludmg: Cupboards, bonkcasya filing cabinet^ ac.- - 
Boardroom & Meeting Tables from 6’ -24 r in length 




PRIVATEB0YER 

LooUng^lo acquire medhun sire. 
Conqwy. kteaUy private orfsmfly 
borinea*. being captrtde of 
rmalnkig indqxddant. 
ConfidootiaBtypiatMiecd; write tot 
Box B3307..Knanrfrit TltwH, One. 
Southwark Bridge, linkn SB 1 9HL 


BUSINESS PROBLEMS 

- Biuimn Strateabi with 25 yean 
grtpgkncc fa &ipywiy'Tor a ai O i» iid» 
and Derigamg Sotadom far bonnets 
prpUans, available from I6tt June- 
Corporato Strategic Concqitt Ltd 
lUqikwMsfiUn 9223395 - 

. - Fine 0181 '922 3297 


Business Advisory Services 

- INDIA - 

- UK qualified Onitemd 
. Aceoantanuvanable for 
consulting in Loodon from 
15A97 ipecialnt in Indisai 
Statutory Approvals, Taxation 
Exchange Control, 

- Labour Law etc. 

Tel: (0171)387 3SS9 . 


LOCATION. 

LOCATION. LOCATION 


75 Cmmon Street, London EC4 
120 OM Broad StmA London EC2 
... . 'or'- ' - 

Ona Canada Square, 
CartaryWharf, London E14 
Regis Uftk - personalised 
telephone answering, fax and 
secretarial services: 

Puny furnished; staffed and 
equipped offices tor rent by the 
day, week, month or year. 

A buadness address in the 
moat prestigious locations. 
Tot (0171)556 7000 


SAVE ON 
INTERNATIONAL 
PHONE CALLS 


• DtgttsJSwttcMngfFBMr 
Optic Lines 

.JOrSTandOTiar Natwarta 

; . ; »U su fram Home, aatce, 

Horets, c«a PhanH 
•24 Hw Customer Sanriew 

■ CH now lor Naw Law RaM 

Tel: 1 ^06.294^600 
J^ax; 1^05.270 10009 
Unei open 24 hewrai 

Mlback 


FRANCHISING 


:• 1 1 1 1 K-* ' i J 1 1 1 


Meeting & VDU chairs. 
Call to view on 01915494848 


NEW PROVEN FRANCHISE 

Producing £1,000.000 sales in the first year 
Total investment E170K • Low rental premises 
— r----; - -Vy • Weekend trading only 

i f \ p f- ' * Training and support 

I'"'-' ^ '4,' :. ( Ai!l David Hoskins now on 

DlSCOUrTT^ 'W ake HOUSE 01733 31946a 
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Clare Bellwood 0171 873 3234 


BUSINESSES FOR SALE 

Fax 0171 873 3064 


Melanie Miles 0171 873 4874 










. ‘ .AlaS.’fe: 




The Johif Admin Isfrolors, Bob Boiley and Tim Hauls, offer far 
sale Bib business and trading assels of Bus Leicester based, 
established motor factor. 

Prindpd fetriures of the business Inductor 

• turnover c£i ,25m 

• 10,000 sq ft central warehouse 

• tour sites - one leasehold, three tre&bold 

• one petrol service station 

Fra turttw IrttofmaflOT, pleose contact Liz Holmes or 
Chris Pillar o ! Coopers & Lybrand, Chamwood Court 
New Walk. Leicesto LEI GTE. 

Tel: 01 16 285 3000. Fax: 01 16 265 3299. 

Cikipen A Lybcmd is uuhariccd by ibe lnnumc .if dancml Amumimtt 
in Enpianl ad Wafa lu carry do lovrynni Basra 



Matthew Swain 
(Failsworth) Ltd and 
Industrial Land Ltd 

OnAdbninstrativeReceh^ 

Tho Joint Administrative Recervors offer the . asssK 
of this wire mesh manufacturer for sato. 
a sales of around £2m per annum 
a manufacture of wrro mesh products and tube 
man&virtion 

a bine chip customer base 
a 76.000 sq ft freehold factory premises in 
FaUswarth, Manchester 
a raw material work n progress and finished 
goods stock 

a in-housa cutting. macWnety end computerised 
wire forming. 

For further information, phase contact either the 
Joint Administrative Receivers, WS. Martin 
&D. Barley or D. Ptati Senior Manager at Commercial 
Union House, Albert Squam Manchester M2 BLP. 
Telephone: 0161952 T35& Facsimile: 0161 832 3607. 

=!1 Ernst & Young 

nrMW By hi^nyB»rf'lhn>« —fcr y&aiHlat 
fanindsT. mtkmhdb Ththabrnt tfOmntAammmn a 
BMb .wmi Immm. 


— — SMALL FAIRLY MANUFACTURING 
BUSINESS HRM EsL over 30 yis. Supplying 

top quality spedaUsr doWng to 

OPPORTUNITIES decerning cflanta. Turnover £Y< 

mflSon. Phone; D1273 732793 


RESTmEusworms/Aino 

RHPftnUURrOJCOKTRACTOftS ETC 
Cal tor corapieta 1st R4.-MJL-OE. 
UnHMMM BulnaH CwwXMa (610) 
882-9650 (USA) 



SPECIALIST ENGINEERING 


Based in West Midlands. 
Turnover - £750.000 1 
Prestigious customer base. WeH 
equipped freehold factory with 
undendffised floor space. 

BSEN ISO 9002 - 1994 approved. 
Group wishes to dispose of . 
non core business. 

Pkn3a apply n Boc B5303, Fhaodil TlnviE, 
Oob SnAwark Bridge, London SO 9HL 


HUMTY'/ORTH kafUL 
SHOWGROUND mjftjdl * , 
b CARNIVAL »* /r 

BUSINESS PARK *(if /. 

40 ACRES 


Shouldn't your 
business be on 


SUPERB THEME 
RESTAURANT/StTE 
FOR SALE. 

Main town, fully Sceneed. 180 coven. 
Massive car parking. Over £500,000 
spent on design. Opportunity to 
create chain. Surplus to core 
business. Substantial (diets required. 
. Write ID Bax 95308, Financial 
Times. One Soettanik Bridge, 
London SE1 9HL 


Ewry waek, wary company ttHt has 
Into BquUafon or recekwnhlp. 

they dW and into theBquIdatar 

or receiver ta. 


Forlifahar dntoWt . 


wwwjcytMJwt/bsr 


tacslaia far business, with prime sites 
right oo the M5 Maan^a junctions 
22, 73 and 24. 


priced and filRy serviced sites are 
avafiaWeftriranafiaieoccBpafion. 
CaQWhe Reach oa 

01278 435300 

FAX 01278 444076 
OX No. 80619, Bridgmter 

Or send die coupon betow or utach 


TALK TO 

Se dcje moor 

THE PRO-BUSINESS 
AUTHORITY 



FOR SALE 

PUBLISHING COMPANY 
In leisure and tourism sectors. 
Small business with 
goad growth potential. 
Contact Box B5314, Financial 
Times, 

One SouUiwait Bridge, 
London SE1BHL 



FOR SALE 

SATELLITE TIME PROVIDER 


Cbca $US 4 mlBon, profit 
contribution draa SUS 225 thousand. 
Outstamfing reputation In (nduetry. 

. Cnnsistant gnwrth in safes & profits 

- Retocatot* opportunfiy 

- totcrnaBonfll marhet riche 

- i n ct oM inB demand far sateOie time 
Contact StaBworth fit Larson 

(USA) T elep h one: 
♦1-516-222^000 or 
ftalmlli: *ld1M2M8H 


SPECIALIST 
TRANSPORT COMPANY 


nniqiiy and 9 bey HBV woriabop . 

- wawta^lACPedno-atoge. 

ftodMldsae in EaM Susses, 
wiih Turnover of HA S fflfl flcc 

nd a thing profit mod. 

Frtadpnl* only should contact 
B« B531I,r«»*d Ttofa, Om 
Southwark BridEC. London SE1 fHL 


| Coopers 
i&Lybrand 


aj |K 


The Joint Mmtnis&ative Receivers. David Stokes and 
Ethwrd Klempka, otter for sale (he business and assets of mis 
Bradford based conpiny specialising tn the maiLEbdure or 
vandal rosistont public conveniences and shed metal fabrication. 
Principal Mures erf the business include: 

■ turnover £M ,5m 

• leading British manufacturer of automatic toilets 

• good customer base comprising local airthorities and blue 
chip companies 

• wed equipped leasehold premises In Bradford 

For further Information, please contact Rachel Eddon of 
Coopers fir Lybrand, Benson House. 33 Wellington street. 

Leeds LSI 4JP. / 

Tel: 0113 269 4000. Fmt 0113 2B9 4472. if 

Ctwpcn A Lytnnl a astfuraed by ihc linuuf of Chartered Aaiwaunu fW 
in Engbnd and Wafa u Bury no In tmum Builncn /# 




* INTERNATIONAL ^ 


A onlqoe opportunity to Kqalra S lnudaid Flrvwerks United, 
tbs pr»-flMflBKt mnafactner, Inporter and dbbftntsr at 
draaonksi to tint OK. 

• Thrnovur in excess ef £13 nririloa 

• Dominant narfeet poefthn 

• Marfcat leadteg brand naans- 

• Largmt nani fac tarin g facilities in tin IK and China 

• Premier snppDsr te sapemrtcets, specialists and Cms 

For ffar In fa mn foa pfatxe eaMtoet 

Aadmw Joaac, Pitta WUarboan, 9 Band Cant Laadt LSI 2SN 
Tefc 0113 M4 ZOU Fxc 8113 Z45 MBS 


Ba8JiniiaMMYIeiflM fw a.OBMnVfctorta n — yfinmiBaaa.maHII11fW 
Tab 0148Z 224111 Fbc 01482 214043 

Pure wawhous CnpaoB Rnmea lx zedna for M rimhaldn of Sontard Rnwaria 
Undoed In ta offer tor Erie of te ttens at flu comany. Plica Wawhoua is amtnrtwd by 
Um battio of QnitERd Acaunam h Engknd and WMu to can m kmamant business. 


FOR SALE 

MAN GUARDING CO. 

• Turnover £13m 

• Very Profitable, Cash generator 

• EsL 1978. Locatioa East Coast 

• Blue Chip Customers 

• Long Contracts with history of renewals 

• Highly respected well managed 

• IP SA & ISI inspected, IIP. RoSPA _ . 

For fUrther details please write to Box B5304, 
Financial Tunes One Soothwark Bridge, London SE1 9HL 


FOR SALE 

A unique opportunity to purchase a highly 
profitable limited company with excellent turnover 
and potential 

The company’s main activities ere design, 
manufacture and. installation of dust/fume 
extraction equipment and sheet metal working. 
Located in the north of England and has been 
established for over 15 years. 

PRICE CIRCA 1.3 MILLION 

Write to Box B5306, Financial Times, 

One Southwark Bridge, London SE1 9HL 


FOR SALE 

SOFTWARE MAINTENANCE 
CONTRACTS ' 

Blue chip client base, revenue in 
excess of £1 00,000 pja. 

One support engineer available. 
Often over £100,090 
Please reply in strictest 
confidence to Box 85309, 

financial Times, One Southwart 
Bridge, London SE1 9HL 


UQl'fD AT IONS 

RK( 'KI YF.RSHirS 


Weekly list of all compa ni es 
that have registered that week 
ibey have gone into liquidation 
or receivership. 

Details an what they did and 
who the acting party is. 
Plus scores of auctions. 

Contact 01652 688 889 
for Further details. 


FOR SALE 

Fast growing. South of 
Eng land based company of 
Car Leasing Brokers. 

• Commission of 
approx £7a million 

. P-a- 

• Several Bhie Chip 
customers. 

• Over £10 miHioi] p-a. 

■ of basmess written 

• Profitable and cash 
generating 

For farther details write -to 

Box R5317, Financial 
Times, 

One Southwark Bridge, 
London SE1 9HL 


Fashion/Hair Care 
Accessories 
Compamy 

Small hardware fashion Co 
In Scandinavia with exports 
to Europe, U.SJL & Japan 
and a dominant position in 
its segment woridwWe is 
looking for sale or meiper. 

Acs. T/0 since ‘92. US$ 
1-5Mto complete 
production fa cits. 
Please contact in writing 


,M;IU I , 1 1 ^ : mi 1 r.W.Li 


P.O.Box 3152, S-400 10 fibg 
Fax: +40317 119 940 


B i) s : *j e « e: l s F 0 h S a le f l 

IJ.'I. 'J.U.I 


ESCUi 


0171 2B1 1270 


On tbe iustnKDa»ar 

£l LADBROKE GROUP PLC 


H 

O. 

T | /; t ' 
E 
I.. 

s 



■I 







IH 


An Impressive 


Col lea ion of 


Prominent UK Hotels 



For Sale 



Basis Of Disposal 


Our cfiencs are prepared m consider 
bids for individual properties, groups 
of properties or the whole portfolio. 



m ffl B 


ESfliMlHl 


Viewing 


Contact Anon Highes 
Tet 0171 2270700 
or dtertlevant Christie & Co office: 
Winchester 01962 844455 
Bristol 01 17 974 4566 
Milton Keynes 01 90S 206 600 





CHRISTIE & C2 


Surveyors. Valuers & Agents 


AIR CONDITIONING SYSTEMS 
SPECIALIST 

Including design, mauufocuire, insudlaiion, ' 
commissioning and servicing. 

CAD/CAM and auto CAD facilities. 

Situated in the South East with national coverage. 
International agents in place. 

Turnover circa £2m. and rights to exciting new technology. 

For further Infonnaiion and confidential sale memorandum please 
contact Mr Mario Cknunni on (01 322) 275335 or write to 
Baines Roffe 
Chartered Accountants 

(fitM Barnes koffe freepost DT815 
Dartfoid DAI 2BR 


FOR SALE 

MANUFACTURER OF FINE ENGLISH FURNITURE 

• Hand crafted branded business 

■ Turnover exceeds £2 million 

■ Blue chip customer base 

• Skilled workforce 

- Tax losses potentially available 

• Scope for business development 

Contact Box B53I6, Financial Times. One Southwark Bridge, London SE1 9HL 


Surrey Free Inns 

HAS ACQUIRED 7 OUTLETS FROM 

Richardsons Inns 
For £ 10.85 M 

CHRISTIE & C 2 


Surveyors, Valuers & Agents 

Agents for Richardsons Inns 


Contact Conn tt i u.snoi) on 0171 227 07( 


FOR SALE 

General Building 
Contracting Company 

Tax losses £600,000. 
Excellent Potential as main 
contractor, approved on 
contracts up to £3'Am with 
blue chip clients. 6 years 
trading history. Key 
management, London 
based office (short lease) 
shareholder wishes to sell 
majority of holding so as lo 
concentrate on separate 
overseas business. 
Only genuine interested 
parties should write to 
John Williams, '8 MeCor 
Court, 79 Shepherds Hill, 
London N6 








HnlnWIn • 

tote 
_ 6 




Cambridgeshire County Council oflen for ■ole it* LAWDC, East Waste 
Limited. 

■ The company's core activities arc waste disposal by landfill, Lmdlill -ale 
nuo^cratmt arid waste transportation. 

■ The company is highly profitable, generating pre-tax profits ol',CQ.7m on 
turnover of t3. 3m in 1996. 

Interested parties should contact David Harrnp, Ddciltu- & Touche, 
1 WoocStorough Road, Nottingham NG1 3FG. Tel. 1)115 ^iO 0511, 
Fax: 011S 959 0060. 

1ii a . nm .il fc. a. I. — VirHK.UfWalVIihni.p .'hiMSwi 


BUSINESS OPPORTUNITIES 

HEADERS ARE (SDOMMBIDED TO SBXAPPROraMTG PROFESSIONAL ADVICE BEFORE BdSRMQ HTOCOiaaTUafrS 



♦ Consistently 
profitable company 
servicing national 
accounts 

for sale 

♦ Turnover £3m+ 
from 3 branches 
Principals write to: 

Box B5243, Rnandal 
Times, 

One Southwark Bridge, 
London SE1 9HL 


Residential 
Property 
Portfolios in the 
North West of 
England. 

Terraced house from 
£14,000. Fully tenanted 
and managed. 
Excellent percentage 
return. 

Tel: 01282 414430 


PROPERTY INVESTMENT 
OPPORTUNITY 

A 20,000 sq ft brand new office block in a 
prime location in Sheffield is available 
as an Investment The office block 
has been let on 25 year full repairing 
lease to a quality tennant. 

Write to Box B5305, Financial Times, 
One Southwark Bridge, London SEl 9HL 
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BUSINESS AND THE LAW 




Product liability 
case rejected 




EUROPEAN 

COURT 


t T he case brought 
/rv S against the UK 
trAJj /W by the European 
Commission for 
failing to imple- 
ment correctly 
the European 
product liability 
directive has 
been rejected by the European 
Court of Justice. 

The directive makes manufac- 
turers strictly liable for damage 
caused by defects in their prod- 
ucts, but allows them to escape 
liability where they can prove 
that the state of scientific and 
technical knowledge at the time 
when the products were put 
into circulation was not such as 
to enable the existence of the 
defect to be discovered. 

The Commission argued that 
in implementing the directive 
through the 1987 Consumer Pro- 
tection Act, the UK bad foiled to 
implement that exception prop- 
erly. 

The Act provided that a man- 
ufacturer would not be liable If 
it could show the state of scien- 
tific and technical knowledge at 
the relevant time was not such 
that a producer of products of 
the same description as the 
product in question might have 
been expected to bave discov- 
ered the defect if it had existed 
in his products while they were 
under his control. 

The Commission argued this 
did not correctly implement the 
relevant provision in the direc- 
tive as it had broadened the 
defence and converted the strict 
liability imposed by the direc- 
tive into mere liability for negli- 
gence. 

It said the test under the 
directive was objective as It 
referred to a state of knowledge 
and not to the capacity of the 
producer, or another producer 
of similar goods, to discover the 
defect. By using such criteria, 
the UK law applied a subjective 
test based on the behaviour of a 
reasonable producer. 

The Commission said it was 
an easier test to fulfil than to 
show that the state of technical 
and scientific knowledge was 
such that no one would bave 
been able to discover the defect 
Scrutinising the directive, the 
European Court observed first 
that Its provision was not spe- 
cifically directed at the prac- 


tise in the industrial sector In 
which the producer was operat- 
ing, but unreservedly at the 
state of scientific and technical 
knowledge, including the most 
advanced level of such know- 
ledge, at the time when the 
product in question was pat 
into circulation. 

Second, the Court noted that 
the provision was not concerned 
with the actual state of the 
manufacturer’s knowledge or 
with what, subjectively, it could 
have been. 

Rather, it was concerned with 
the objective state of scientific 
and technical knowledge of 
which the manufacturer was 
presumed to have been 
informed. The Court said it was 
implicit that the relevant know- 
ledge must have been accessible 
at the time when the product 
was put into circulation. 

Thus, the Court ruled that for 
a producer to have a defence 
based on the directive, it had to 
prove that the objective state of 
scientific and technical know- 
ledge, including the most 
advanced level of such know- 
ledge, was not such as to have 
enabled the existence of the 
defect to have been discovered 
at the time when the product 
was put into circulation. 

However, if a producer’s 
knowledge was successfully 
pleaded against him to negate 
any reliance on the defence, the 
knowledge must have been 
accessible at the time the 
product was put into 
circulation. 

The Court said that last point 
could give rise to diffi culties of 
interpretation which might 
have to be resolved by prelimi- 
nary references to Luxembourg. 

Thus, the Court ruled that the 
provision in the 1987 Act was 
wholly consistent with the pro- 
vision in the directive and fur- 
thermore that there was noth- 
ing put forward by the 
Commission to show that the 
UK courts would not interpret 
the domestic law in the light of 
the wording and the purpose of 
the directive. It had therefore 
foiled to make its case. 


0300/95; Commission v United 
Kingdom, ECJ 5CH, May 29 
1997. 


tices and safety standards in 


BRICK COURT CHAMBERS, 
BRUSSELS 


T he US law firm invasion 
of London continues 
apace. Last week Cadwa- 
lader Wickersham & 
Taft, Wall Street’s oldest law 
firm, announced It is to open a 
London office in September. The 
office will practise both English 
and US law and will be staffed 
mainly by British lawyers. 

By itself the news that another 
New York law firm is targeting 
London Is unremarkable. But 
there were also signs last week of 
the beginning of a sea change in 
international legal practice that 
in five years' time will have pro- 
duced a markedly different legal 
sendees industry from today's. 

Until' comparatively recently, 
US law firms had by and large 
chosen to ignore overseas mar- 
kets in favour of building 
strength and depth at home. Of 
those firms that did venture 
internationally, most stuck to 
practising US law. Some followed 
a deliberate policy of hiring local 
lawyers and practising local law, 
but they were the exception. 

The globalisation of commerce 
and the Increasing Importance of 
US capital markets has forced a 
change of strategy, however. Sig- 
nificant numbers of US firms 
with offices in London bave 
begun to add English law capac- 
ity by hiring English qualified 
specialists. 

A few of the top UK law firms 
have reciprocated. Freshfields, 
Allen & Overy, Linklaters & 
Paines and Clifford Chance have 
all hired US lawyers at partner 
level. After several false starts, 
the race to establish truly global 
law firms has begun in earnest. 

Leading figures from two US 
international law firms, Mr Step- 
lien Volk, senior partner of New 
York’s Shearman & Sterling, and 
Mr Walter Mondale, former US 
vice-president and partner of 
Minneapolis firm Dorsey & Whit- 
ney, were in London last week 
preaching change. 

Although the firms are differ- 
ent in many respects - Shearman 
is one of New York’s elite, Dorsey 
is the leading commercial law 
firm between the Great Lakes 
and the Pacific Northwest -'their 
message was much the same; in 
shaping a strategy to meet the 
d eman ds of a global economy it 
is no longer sufficient for law 
firms to rely on exporting legal 
expertise. To compete, firms 
must develop dual capability in 
the jurisdictions in which they 
practise. 

Dorsey has, like others, built 
up its international practice by 
servicing the needs of its domes- 
tic clients in international mar- 
kets. It opened in London, for 
example, because its client, First 
Bank System of Minnesota 
(recently merged with Oregon- 


Hotter competition 


in global law race 


Firms are developing international expertise by 
hiring staff qualified abroad, writes Robert Rice 



based, US Bancorp), opened here 
after Big Bang. 

Equally, acting for Carlson 
Companies, the US group which 
owns Radisson Hotels, has taken 
Dorsey all over the globe. 

Recently, however, it has 
become dear to the firm that to 
meet the changing needs of inter- 
national clients it has to add 
non-US legal expertise. In its New 
York office 80 per cent of the 
lawyers are now international, 
albeit that many are dual quali- 
fied. In Brussels, the firm has 
added German, Belgian and Irish 
lawyers. Its Hong Kong office is 
headed by a US/China dual- 
qualified lawyer from Beijing. 

In London the firm is begin- 
ning to add Rngtish lawyers and 
will bring a Portuguese lawyer 
over from New York shortly to 
haniiift an increasing volume of 
work from Spanish and Portu- 
guese banks. 

To Mr Peter Kohl, head of the 
London office, adding English 
law capacity is essential to main- 
tain a strong capital markets 
practice. "Six or seven years ago 
financing s were either European 
or US. Now every financing has 
an element of both,'’ he says. 

Mr Mondale, who rejoined the 
firm last year after three years as 
US ambassador to Japan, will 
concentrate on building up Dor- 
sey’s Asia practice. He is con- 
vinced of the need to become a 


truly global practice to meet the 
hang in g d emands of clients., but 
has no illusions about the size of 

facie 

“It’s very expensive to go 
globaL You have to establish 
offices in expensive places and 
you have to be a certain size to 
make it work. It takes patience 
and money and it won’t come 
overnight," he says. 

Shwarman has been an interna- 
tional firm for some time. Its first 
overseas base was opened in 
Paris 36 years ago and last week 
saw the 25th birthday of the Lon- 
don office. 

It has also followed a policy of 
hiring local lawyers since taking 
on French lawyers in Paris in the 
early 1970s. Its German offices 
established in 1991 are staffed 
principally by German lawyers, 
and London recently completed 
the picture by poaching the pro- 
jects finance team led by En glish 
solicitors Mr Kenneth MacRilchie 
and Mr Nick Buckworth from US 
rivals Mffbank Tweed. 

However Mr Volk says it is still 
“in the relatively early stages of 
becoming a global law firm”. 

For Mr Volk the key to estab- 
lishing a successful global prac- 
tice is to forge a truly multina- 
tional. law firm and so it has 
begun to establish a management 
structure which cedes unprece- 
dented power to non-US lawyers. 

The Paris office is run. by a 


Frenchman, Germany is run by 
Mr Georg Thom a, who is also 
overall head of European 
operations. London is headed by 
Canadian Ms Pamela Gibson, and 
50 of its 100 lawyers In Europe 
are admitted to practise in either 
France, Germany or the UK. 


T his strategy sets it apart 
from from its imm ediate 
US competitors, Sullivan 
& Cromwell, Cravath 
Swaine & Moore, Davis Polk & 
WardweD, and Simpson Thacher 
& Bartlett, which generally take 
the view that you only need to be 
expert in US law and that you 
can ally with other nationals on 
an ad hoc basis to do deals. 

Mr Volk says that is a perfectly 
cani> short- to mivh irm - tprm strat- 
egy because mergers and acquisi- 
tions are booming and the US 
capital markets are booming. 
But, he says, when you look at 
the longer term you see that well 
over half the public global equity 
is now issued by non-US issuers, 
between Zl and 12 per cent is 
issued by emerging-market issu- 
ers, and that part will grow rap- 
idly. 

"Eventually, as those Issuers 
become public, a thriving M&A 
market will develop. So we think 
the right answer is to take a 
broader view,” he says. 

The strategy appears to be pay- 
ing dividends. Over the last 10 


years the percentage of Shuar- 
man’s revenues generatcxl by 
non-US offices, or dime In the IS 
for non-US corporations, has 
risen from 30 to 40 per rent. 

In the last four years the per- 
centage of total billings from cli- 
ents outside North America has 

risen from 28 to -C per rent and 
the revenues of the European 
offices have more than doubled 
in the last five years. 

In Germany its appointment as 
lead counsel to the Treuhandan- 
stalt, the privatisation office, Its! 
to its involvement in the privati- 
sation of the former East German 
chemical, mining and energy sec- 
tors. That in turn led to its 
involvement in several or the 
largest German deals of recent 
years, such as the Krupp Hoesch. 
Thyssen carbon steel merger. 

In France it has been involved 
in seven or the 12 significant pri- 
vatisations. In the UK it worked 
on most of the main privatisa- 
tions of the past decade, from 
British Telecom to Railtrack. 

In 1996 Shearman was ranked 
top legal adviser in M&A world- 
wide based on the value of deals 
by Securities Data Corp- H was 
involved in five of the 25 largest 
deals of 1996 including the S2lbn 
BT/MCI merger. 

In global equities Shearman 
was rated top issuers’ counsel by 
American Lawyer magazine in 
1996. It also acted for the global 
underwriters in a $4bn offering 
by the Irish GPA Group, saving 
the company from bankruptcy. 
And it was involved in two of the 
three $lbn-plus international 
arbitrations of 1996. 

To meet the increasing 
demands of its global clients 
Shearman will have to grow sub- 
stantially. But Mr Volk is deter- 
mined not to allow the firm to 
become so big that it loses the 
partnership ethos and culture. 

In time he expects half the 
firm's lawyers will be based out- 
side New York. The UK office has 
40 lawyers and will double. He 
al so expects considerable growth 
in France, Germany and Asia. 
Recruiting the best legal talent to 
fuel that growth is his biggest 
c hall enge and that is where the 
battle for the global legal services 
market will be won and lost. 

Merger is not the solution, he 
says. A merger with a UK law 
firm would, for example, give 
Shearman more English lawyers 
than it needs, upsetting the bal- 
ance of its multinational 
approach. 

Nevertheless, Mr Volk is ready 
to up the pace of global expan- 
sion and it is a measure of the 
support his strategy enjoys 
within the firm that he has just 
been re-elected to a second term 
as senior partner. 
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Rohaut moves 


up at Novartis 


Alain Rohaut, who has spent the 
last 20 years managing staff devel- 
opment in French and US multina- 
tionals. should know all about 
climbing the corporate ladder. 

But even he may be surprised 
with the speed with which he has 
entered Novartis’s top executive 
suite. No sooner had he joined the 
newly merged Novartis as head of 
human resources in its pharmaceu- 
tical division than he is given the 
same job on a group wide basis and 
a temporary seat on Novartis’s 
seven man executive committee. 

Rohaut, who joined Novartis 
from General Electric’s medical 
systems division, is the most senior 
of a clutch of new appointments at 
Novartis which was created at the 
end of December from the merger 
of Sandoz and Ciba. two of the top 
three Swiss pharmaceutical compa- 
nies. 

His appointment, coinciding with 
news of the elimination of another 
two layers of management on the 
pharmaceutical side, should help 
defuse concerns that Novartis’s 
highly incenti vised top manage- 
ment team is more interested in 


short-term financial cost-cutting 
than the long-term health of an 
organisation employing 90,000 staff 
in 100 countries. 

Rohaut will continue to head the 
newly combined human resources 
and communications functions of 
the pharmaceuticals side as well as 
temporarily assuming responsibil- 
ity for human resources at the cor- 
porate level 

The Importance of the post is 
reflected by the fact that Rohaut 
will sit on the Novartis executive 
committee unlike Cynthia Hogan, 
head of strategic planning, Daniel 
Wagnifere, head of group technol- 
ogy, and Walter von Wartburg. 
head of communications. 

Meanwhile, Otto Jaggy has 
joined from SBC Warburg as head 
of corporate management develop- 
ment, and Reto Brifriflli, currently 
head of controlling In the pharma- 
ceutical sector, assumes responsi- 
bility for mergers and acquisitions 
at the corporate leveL 
William Hall, Zurich 


Fisher promotes 
the Rock’s potential 


Anthony Fisher, a partner in 
KPMG, the consultancy, and an 


expert in offshore banking, has 
been appointed Gibraltar’s first 
finance centre development direc- 
tor. 

The two-year appointment marks 
the Gibraltar government's com- 
mitment to develop its presence cm 
the international financial services 
market Fisher will report directly 
to Peter Montegrlffo, Gibraltar’s 
minister for trade and his main 
remit will be the marketing and 
development of Gibraltar as a 
financial services centre. He will 
also identify any necessary legisla- 
tive or regulatory changes that are 
required to foster the growth of 
financial services. 

Fisher has had 
wide experience 
of the offshore 
market and has 
regularly acted 
as a specialist 
adviser both to 
the governments 
of international 
finance centres 
and to companies on the use of the 
offshore financial services. 

He recently acted for the govern- 
ment of Malta tn the launch of. 
Malta as a financial services centre 
and was responsible for the team 
that designed and drafted the new 



Maltese tax legislation and regula- 
tion. 

Fisher said: "Gibraltar has been 
putting in place financial services 
regulation which matches that of 
the UK. Its culture is similar to the 
UK, it has good telecommunica- 
tions, a good legislative framework 
and is now ready, under a new 
government to make a new begin- 
ning, not least in the context of the 
development of the European 
Union. 

"One of my first tasks will be to 
meet with local businesses and 
establish a programme for finan- 
cial services in. Gibraltar which is 
not only realistic and achievable 
but which will put Gibraltar in full 
control of its future and firmly on 
the offshore map." 

He said that as the only British- 
linked International financial cen- 
tre with European Union status 
Gibraltar could become the off- 
shore extension of the City of Lon- 
don. 

Lisa Wood 


Nash to head 
T&N in US 


David Nash, a director of T&N, the 
international automotive compo- 


nents and engineering group, is to 
become president of Glacier Van- 
dervell. T&N’s North American 
bearings subsidiary. 

Nash joined T&N’s sealing prod- 
ucts group in 1990 as managing 
director of Coopers Payen, the UK- 
based manufacturer of automotive 
gaskets. 

He became director, European 
and Asian operations when the 
sealing products group was 
restructured in 1996. 

Nash started his career as a labo- 
ratory technician before taking a 
degree in material sciences. He 
received the prestigious honorary 
title of “Eur Log" from the Interna- 
tional Federation of National Engi- 
neering Associations in 1989 and is 
a member of the Institute of Mate- 
rials, a member of the Institute of 
Quality Assurance a nd is a char- 
tered engineer. 

Nash, who will be based near 
Detroit, has held senior positions 
with TI Group pic « nd TRW, the 
US automotive components group. 
He succeeds Jim Davis who is leav- 
ing T&N. 

The bearings division of T&N 
has an annual turnover of about 
£333m ($54 2m) and the North 
American operation is a significant 
contributor to this . 


ON THE MOVE 


■ Gerbrand Hop. 52, has 
been appointed chairman of 
the management body of the 
EUROPEAN INVESTMENT 
FUND, a body set up in 1994 
with the atm of supporting 
employment. Its biggest 
shareholder is the European 
Investment Bank, with the 
European Union holding 30 
per cent Hop, who became 
chairman. Investment 
h a nki n g, NatWest Markets 
in 1995. will take up his 
appointment In September. 
He succeeds Thomas Ouxsin 
M Midas Correctora. ah 
independent stock brokers 
based in Lisbon, has 
recruited Cid&lia Morgado as 
head of international sales. 
She previously handled 
investor relations for 
Portugal Telecom. 

MACDERMID, the 
US-based speciality chemical 
company, has promoted 
Arthur LoVetere, to 
executive vice-president He 
joined the company in 1989 
from the General Electric 
Corporate Audit staff as an 
international financial 
analyst. 

LEHMAN BROTHERS has 
appointed Atul Bajpai, 
currently head of European 
mortgage and asset backed 
sales, as co-head of 


European principal finance 
and securitisation along 
with Wilson Lee. Atul joined 
Lehman Brothers in 1990 to 
work in mortgage sales in 
the Atlanta office. 

■ Ralph Russo has been 
appointed president of 
ALUEDSIGNAL SAFETY 
RESTRAINT SYSTEMS, a 
global supplier of air bag 
and seat belts systems and a 
unit of AHiedSignal 
Automotive. He succeeds 
Thomas Cresante. Russo has 
been vicepresident of 
operations for AHiedSignal 
Turbocharging Systems in 
Torrance, since September 
1996. 

■ Yaniris Vasatis has been 
appointed general manager 
and head of credit 
derivatives at TOKAI BANK 
EUROPE. He joined Tubman 
Brothers in 1991 and until 
recently was executive 
director, asset swaps and 
credit derivatives. In 
addition Rupert Harrison 
becomes general manager 
and head of primary 
markets, with overall 
responsibility for Tokai 
Bank Europe’s origination 
and new issues activities, 
Harrison joins from 
Citibank. 

■ NAVA FINANCES AND 
SECURITIES has appointed 
Ktttisak Benjant as the 


company’s executive 
president 

■ CINCINNATI BELL has 
appointed Richard 
EHenberger, 44, president 
and chief executive of Its 
Cincinnati Bell Telephone 
unit Ellenberger, who had 
been chief executive at 
XLConnect Solutions, 
replaces David Gergacz, who 
resigned from the company 
in Oct ober. 

■ CEGETEL, the 
communications subsidiary 
of Generate des Eaux. held 
in partnership with British 
Telecom, Mannesman and 
SBC, has appointed Thierry 
Gattegno, 42, as manag in g 
director of TDS (Telecom 
Development Services) from 
June 2. TDS is a joint 
subsidiary of Cegetel and 
SNCF. Gattegno was 
manag in g director of IPC 
from December 1987 to June 
1991, subsequently moving 
to Wundermann France and 
Direct Assurance (Axa 
group). Andre Meyer, 50, has 
been appointed managing 
director of Cegetel's 
enterprises division, 
effective June 16. He joins 
from Hewlett-Packard. 

■ Jean-Francois Fan, 42, has 
been appointed director of 
the wireless c ommu nications 
section within TEXAS 
INSTRUMENTS Europe’s 


Network Division. He has 
worked for over 15 years for 
Texas Instruments’ 
semiconductor Group. 

■ Gary Samuel has resignes 
as president and chief 
operating officer of 
CANADIAN REAL ESTATE 
INVESTMENT TRUST. 
Canadian Reit owns a 
diversified real estate 
portfolio across Canada. 

■ Andrew Reeves has been 
appointed to the new 
position of general manager. 
Australia for COCA COLA 
AMATEL. He is currently 
managing director of The 
Smith’s Snack Food, a 
subsidiary of United Biscuits 
and was formerly sales and 
marketing director of CC 
Ama til’s snack foods 
division before it was sold to 
Smith’s in 1993. 

Sverige. 

■ LEHMAN BROTHERS has 
appointed Robert Feidelson 
to the newly created post of 
global equity finance chief: 
Feidelson, who previously 
was based in London 
directing Lehman's 
European futures activities, 
will work out of New York. 

■ UNITED PARCEL 
SERVICE of America has 
appointed Randy Puli to as 
its European president. 

Puli to, previously 
vice-president, Europe 


operations, replaces Ed 
Reitman who will manage a 
new technology project at 
UPS’s head office in Atlanta. 

■ Wayne Grigull, formerly a 
ma na gi n g director of foreign 
exchange at Merrill Lynch in 
New York, has been 
appointed a manag in g 
director of foreign exchange 
at Deutsche Morgan Grenfell 
in New York. Grigull will 
head Deutsche Morgan 
Grenfell's global foreign 
exchange coverage for hedge 
funds. 

■ Peter Rubinstein has 
joined PAINE WEBBER as a 
senior vice-president in its 
mortgage strategy group. He 
was a senior vice-president 
in charge of non-agency 
residential mortgage credit 
research at Donaldson, 
Luftktn and Jenrette. 

■ ROGERS 

COMMUNICATION has 
appointed Jos Wlntermans 
as chief executive and 
president of unit Rogers 
Cablesystems. Canada's 
largest cable network 
operator. Wlntermans was 
Canadian Tire’s senior 
vice-president of diversified 
businesses. 

■ Li Changlin has resigned 
as chairman ofCNPC (Hong 
Kong) and has been replaced 
by newly-appointed director 
Xhang Ruchun. .Tingau 


was also appointed a 
director. 

■ HSBC JAMES CAPEL 
STOCKHOLM has expanded 
its Swedish office after 
recruiting five people from 
Swedbank. They are Tomas 
Kullman, head of research, - 
Johan Momer, head of sales, 
Jonas Nyberg, head of 
trading, Robert Lannge, 
sales, and John Hook who is 
a trader. 

■ Jack Chadsey has resigned 
from SUNGLASS HUT 
INTERNATIONAL. James 
Haualein, the chairman, will 
be acting president and chief 
executive. 

■ ERNST & YOUNG, 
announced that James 
Keene, a 15-year veteran of 
tax reengineering processes, 
will join the practice as a 
director. He joins from CLR 
Fast Tax, a tax software 
company, where he was 
director of tax reengineering 
services. 


International 

appointments 


Please fax information 
on new appointments : 

■ and retirements: to 
+441T1 873 3826, marked 
for Interaationaf Peopfe- 
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ARTS 


I t Is remarkable to 
look back at the great 
flowering of the arts 
immediately after the 
end of the war. There 
are celebrations marking 
that half century every- 
where at the moment. In 
August the Edinburgh Festi- 
val will be enjoying its 50th 
birthday, while this month 
has seen the opening of the 
50th Holland Festival, 
founded In 1948 and its 
junior by just one year. 

' There will be plenty of 
opportunity to reminisce 
over the latter’s achieve- 
ments: a book entitled A 
Dutch miracle, SO years of the 
Holland Festival is due for 
publication shortly, and a 
commemorative box of CDs 
featuring excerpts from his- 
toric performances gives a 
fair idea of how prestigious 
a festival it has been. But 
that has not been enough to 
silence criticism from some 
quarters. 

The problem is the same 
as is being faced by other 
festivals in major cities, 
such as London. These days 
Amsterdam has such a 
wealth of cultural activity 
throughout the year that it 
has become difficult for the 
Holland Festival to main- 
tain its original purpose and 
profile. The hunger fear the 
arts that drove the festival 
in the austerity of the post- 
war decade has given way to 
a period of plenty. Last year 
there were suggestions in 


Dutch courage pays off 

Richard Fairman visits the Holland Festival 


political circles that the fes- 
tival should be discontinued 
and its relatively modest 
grant (FLlm from the efty, 
FL8m in state subsidy) 
shared out between other 
arts institutions. But that 
idea seems to have gone 
away for the time being and 
this month the festival was 
back in foil force. 

The major event at the 
beginning is always a new 
production at the Muziek- 
theater and this year's Jen- 
ufa made a pretty strong 
case for carrying the tradi- 
tion on. There is nothing 
like a success to give every- 
body heart The Netherlands 
Opera already knew Richard 
Jones, Britain's most loved 
and hated opera producer, 
from his two previous pro- 
ductions in Amsterdam, 
Mazeppa and Der fliegende 
Hollander but as the only 
good reviews for the latter 
were apparently is the UK 
dailies, it was brave of the 
company to invite him back 


There were boos at the 
end of this Jenufa, but by 
Jones’s standards the pro- 
duction was straight down 
the line, no comic cut-out 
jokery, no putting his 


thumb to his nose and 
insulting a masterpiece. 
(What would Amsterdam's 
booers have said if they had 
been at the Covent Garden 
Ring?) Janfi£ek’s drama 
shows ns what happens 
when individual freedom 
runs headlong into the 
immovable wall of a repres- 
sive society and Jones’s pro- 
duction caught moment 
Of impact with mari mum 
intensity, heightened by 
some stylised, highly-col- 
oured sets designed by Ant- 
ony MCDonald. 

A s with the Wag- 
ner, the evening 
hung upon how 
one reacted to 
the central per- 
formance by the British 
soprano Kathryn Harries. 
Maybe her highly-strung 
KostdniGka here was less 
original a portrayal than the 
fascinating Senta that she 
and Jones put together for 
Der fUegende Hollander, -hut 
she was still the make-or- 
break performer of the even- 
ing. The Dutch audience 
responded with four bravos 
to each boo: 80 per cent had 
watched a riveting piece of 
acting, which charted the 


interior collapse of a guilt- 
racked woman with mes- 
merising intensity, while 
the 20 per cent had been lis- 
tening to a voice that has 
become distressingly frayed 
around the middle 

There were no problems 
with the singing of Gwynne 
Geyer’s gleaming Jenufa, 
which was unfailingly well- 
projected, even If a touch 
more light and shade might 
have been welcome. 

The two tenors - David 
Koehler and Peter Straka - 
showed no strain in tackling 
some of Jan&Cek’s most test- 
ing high vocal writing, bnt 
there could have been more 
contrast between the weak 
Steva and the unstable Laca 
(it is hard to forget Jon 
Tickers, so violent, or Philip 
Laugridge, so hyper-intense, 
as the latter). 

Robert Poulton as St&rek 
sang strongly; Pauline Tin- 
sley gave grandmother 
Burya real character and 
even managed to look happy 
about modelling her quaint, 
folksy, tea-cosy hat 

Sadly, it was not the 
Royal Concertgebouw that 
was to be found In the pit 
for this year’s festival pro- 
duction (the Muztektheater 


runs on a rota of visiting 
orchestras) but the Radio 
Philharmonic Orchestra 
played capably enough 
under Edo De Waart and 
there was no obvious weak- 
ness in the musical perfor- 
mance. But it was still the 
stark impact of what was 
happening on stage - the 
powerful last image showed 
the villagers in silhouette, 
shaking their fists in disap- 
proval as Jenufa, the poor 
single mother who lost her 
baby, and her new man go 
off to a new life - that gave 
this production its emo- 
tional punch. 

I ronically, on the night 
before, anybody visit- 
ing Amsterdam could 
have seen the last per- 
formance of an 
equally good new produc- 
tion of Eugene Onegin that 
had nothing to do with the 
Holland Festival at all. 
There seems to be a pen- 
chant at the Netherlands 
Opera for productions that 
have big, striking central 
images and not a lot else. 

This Onegin, produced by 
Johannes Schaaf and 
designed by Peter Pabst, in 
all other respects a fine and 


fairly traditional staging, 
featured a stylish forest of 
silver tree trunks, an 
emblematic icon, and a star- 
ring role for a grand chan- 
delier of candles which mag- 
ically lit themselves. 

On the stage, an the light 
and heat of the performance 
were radiating from the 
soprano Elena Prokina, a 
few years ago a Tatyana of 
promise, now one subtle and 
penetrating beyond com- 
pare. This was a magnetic 
portrayal, which managed 
to be youthful and simple as 
Tchaikovsky wanted, but 
also emotionally mature at 
the same time. Unfortu- 
nately, Gino Quilico ran out 
of voice just at the point 
where an Onegin can start 
to make an impression; on a 
better day his keen baritone 
could be just the job. Mar- 
cus Haddock's slightly 
gritty, but well-schooled 
tenor was well suited to the 
role of Lensky; and Anatoly 
Kotcherga, the giant (and 
giant-voiced) bass wbo has 
been making his name as 
Boris Godunov, briefly stole 
his scene as Prince Gremin. 

With the blood pressure a 
few degrees higher in the 
pit, it might have been an 
enthralling evening. As it 
was, Hartmnt Haenchen, tbe 
solid and sensible conduc- 
tor, and tbe Netherlands 
Philharmonic Orchestra pro- 
vided decent support to a 
handsome production and a 
sometimes inspiring cast. 


A Renaissance 
flowering in 
Prague 


R udolf n of Habsbturg, Holy 
Roman Emperor, King of 
Bohemia and Hungary, 
was Europe’s most senior 
ruler, and the quintessential late 
Renaissance prince. His image as a 
mad recluse, a great patron of the 
sciences, the arts and an occultist 
has grown since his death in 1612. 
The 19th century fin-de-siecle fed 
on his tinkfi with the astrologer 
John Dee and with Nostradamus. 
A century later, it is this Rudolf 
that still faOTTiHtPR. a new exhibi- 
tion at Prague Castle and the Wal- 
lenstein Stables gives a Car fuller 
picture of this extraordinary man. 

Rudolf eschewed Vienna and 
made Prague his capital from the 
1580s until his abdication in 1611, a 
year before his death. Under him, 
Prague became the most important 
intellectual and artistic capital in 
late-Renaissance Europe. 

This is the first time the Czechs 
have mounted an exhibition on 
this scale and it is a remarkable 
feat Twenty four countries and 
many Czech institutions have 
worked together at an unprece- 
dented level and the organisers 
have also put together a formidable 
list of sponsors including British 
Airways. 

After Rudolf's death, political 
insecurity and the Thirty Years' 
War, ensured that his collections 
were dispersed and Prague became 
a backwater. Now the objects have 
returned to some of the very build- 
ings in which they were originally 
admired. Tbe Ball Court, in the 
royal gardens, is the only building 
from Rudolfs day that is more or 
less intact. The architectural draw- 
ings on show of unusual Habsburg 
palaces, such as the Hvedza, con- 
jure the setting for so much of the 
music, literature, art and the cere- 
' menial business of the court 
A walk through the gardens ends 
in the Summer Pavilion, built for 
Anne Jagellon by Ferdinand l. 


Prague's first Renaissance build- 
ing. Here is tbe essence of Rudolfs 
polynia thic Interests; science, 
astronomy, astrology, philosophy 
and art John Dee rubs shoulders 
with the astronomers Tycho Brahe 
and Kepler and with the painter 
Archimboldo. Here are three won- 
derful Archimboldos, including 
Rudolf as “Virtumnijs” of 1591. Its 
painterly qualities are equal to the 
wit of the image. John Dee’s “show 
stone”, wax tablet and writings are 
here for aficionados. Yet more 
revealing are the portraits of 
Kqpler and Brahe; Brahe’s rich bro- 
cade hat doublet and silk stock- 
ings indicate his elevated status. 

T he Venetian Ambassador 
of the time described Rud- 
olfs palace as being like a 
warehouse. The Imperial 
picture gallery illustrates the vari- 
ety of Rudolfs enthusiasms. There 
is the triumphalism of public art in 
the great Habsburg portraits and 
engravings which portray the 
emperor as Ca e sar. But more mov- 
ing Is the private art There are 
romantic scenes of Prague by van 
Vjanen and colour sketches by Sev- 
er? which refle ct ed Rudolfs love of 
the Alps. 

The display of the Kunstkammer 
in the Royal Stables is outstanding. 
It is difficult to determine exactly 
which objects were held in the 
emperor's band but from the qual- 
ity of the pietra dura panels of Cas- 
trucci to the sensuality of pieces by 
the Milanese gem cutter, Miseronl 
(who laid tbe foundations for Bohe- 
mian glass production), these satis- 
fied Imperial tastes. Items range 
from rare Japanese lacqu er to a 
woven cushion from the Congo of 
1600 as well as objects from the 
natural world made unnatural 
under skflfol hands from all over 
Europe. Only the skeleton of the 
dodo is left untouched. 

Such wealth, judgment and cm> 



Occultist and great patron of the arts and sciences: Rudolf II as ‘Vertumnus’, by Archimboldo 


osity of so great a patron was 
bound to felt in all sections of soci- 
ety and In the Wallenstein Stables, 
there is a more modest but fasci- 
nating exhibition of dty life. Each 
area of Prague is depicted; its 
nobility, burgers and guilds. There 
is real charm in the small albums 
of the grand tourist of the 1580s. 
The portraits by Karel Skreta, one 
of Bohemia's greatest painters in 


the 1640s, are quietly powerful. 
There is a swiaTi section on the 
Jewish ghetto but, considering tbe 
intellectual contribution of the 
Jewish community to Prague at 
this time, it Is disappointing. It is 
also a pity that more was not made 
of the taste of Rudolfs courtiers 
and their country seats, which still 
exist Overall, however, against the 
backdrop of the city, the achieve- 


ment of the Rudolphine Court and 
its subjects take on a new force. 
Prague has not been so beautiful 
for many decades and the exhibi- 
tion reflects this pride. 

Lucy Abel Smith 
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The exhibitions at Prague Castle 
and the Wallenstein Stables run 
until September 7. 


Theatre/Ian Shutdeworth 

Driven by the 
characters 


F ollowing the opening 
of Terrence McNal- 
ly’s Master Gass in 
tbe West End. the 
same author’s Ups Together, 
Teeth Apart is given its Brit- 
ish premiere by Mark Clem- 
ents at Derby. 

McNally takes a quartet of 
early-middle-aged yuppies. 

puts them in a holiday cha- 
let on the New York resort 
of Fire Island on a Fourth of 
July weekend, equips them 
with individual and collec- 
tive attributes and back- 
ground, and basically lets 
the characters get on with it. 

Sam, married to Sally, is 
foe brother of Chloe, mar- 
ried to John. John and Sally 
had a brief fling, which both 
their spouses know about 
but which is never discussed 
openly, nor are Sally’s preg- 
nancy. proneness to miscar- 
riage and resultant angst. 
John has recently been diag- 
nosed with cancer. The 
house, cm the gay pan of tbe 
island, has been bequeathed 
to Sally by her late brother, 
and all four display varying 
degrees of low-level Aids 
paranoia. This is effectively 
the entire plot. In a play 
driven by character rather 
than events. 

John Guemudo and Nicola 
Click get most of the laughs 
as amiable joker Sam and 
compulsive chatterbox 
Chloe, ill-matched respec- 
tively with Barbara Barnes' 
high-strung Sally and Robert 
Jezek's tightly-buttoned 
John. Periodically, the 
action (and even, in Andrew 
Elsegood's sound design, the 
background noise) freezes 
for a soliloquy from one 


phnrartpr or another before 
resuming without a beat; 
these insights advance the 
play more markedly than 
the external holiday mun- 
danities. 

Perhaps the strangest 
characteristic of the piece is 
that the author has Included 
a preemptive defence of the 
play and its like in his con- 
tribution to the programme, 
addressing British criticism 
of American plays for being 
“sentimental” when they are 
simply concerned with feel- 
ings. True, Lips Together, 
Teeth Apart could fall prey 
to such accusations, but sen- 
timentality is not the issue. 
What McNally has done is to 
bring his characters together 
and explore their emotional 
landscapes and interactions 
without bothering with any 
real external events; they 
may as well be In a closed 
room. 

T his approach can 
generate sympathy 
and understanding, 
even empathy, in an 
audience - and given a 
skilled writer like McNally 
and Clements' sensitive 
direction, it docs - but one 
may still experience a desire 
for Things to Happen. We 
are asked to care about these 
four people, simply because 
they are people, with 
people’s problems; and we do 
care - but such caring, when 
past events are merely 
alluded to and no present 
events intervene, has its lim- 
its. 

Derby Playhouse until June 
21 (01332-363275). 


Bergen Festival/David Murray 

Northern stars 


B ergen Festival 
draws performers 
from far and wide. 
Last year the 
Netherlands Dance Theatre 
and our own Royal Ballet 
were guests: this year, the 
Berlin Komis che Oper in 
Tales of Hoffman, a Taiwan- 
ese dance troupe and the 
entire Royal Scottish 
National Orchestra - which 
had the honour of giving the 
closing concert, with its stat- 
utory Grieg concerto played 
most elegantly and thought- 
fully by Jean-Yves Tblbau- 
det 

With its new conductor 
Alexander Lazarev, it repaid 
the compliment by including 
contemporary Norwegian 
pieces by Cecilie Ore and 
John Persen (well rehearsed 
and effective), as well as 
steaming through a suite 
from Glazunov’s Raymonda 
ballet. As for the resident 
Bergen Philharmonic, con- 
ducted by Martyn Brabbins, 
they sounded foggy in 
Debussy’s La Mer, much 
happier in Arne Nordheim's 
new violin concerto (written 
for and superbly played by 
Arve Tellefsen) and quite 
dashing in Skryabin's Pro- 
metheus, backed by a tre- 
mendous light-show that 
would have delighted the 
composer. 

There is usually some cur- 
rent Norwegian star at the 
centre of things. This year it 
was the brilliant young pia- 
nist Leif Ove Andsnes, who 


restricted himself to one solo 
recital but also played duos 
with Joanna MacGregor, Lie- 
der with Matthias Game, 
sonatas with the cellist Hein- 
rich Schlff and Dvof&k’s 
piano quintet with the Lind- 
say Quartet, all with his 
usual inimitable brio. 

T he festival also gave 
generous space to 
the composer James 
MacMillan. Tbe con- 
temporary BIT 20 Ensemble 
gave a conspectus of short 
pieces from his whole career 
so far. and he conducted the 
RSNO in his Prom hit The 
Confession of Isabel Goodie 
and his new clarinet con- 
certo, in which even John 
Cushing's sensational 
playing could not persuade 
me that this is a laboured, 
repellently noisy piece. The 
suspicion grows that Mac- 
Millan's music consists 
chiefly of clever illustrations 
of his programme-notes. 

Much more exciting was 
the CIKADA quartet (three 
of them called Hannisdal), 
who gave a luminously 
musical account of the late 
Bruno Madema's quartet in 
the venerable Hakonshallen. 
They too played Ore and Per- 
sen, whose ingenious tex- 
tures and sound-blocks 
sounded far subtler and 
more expressive here than in 
their orchestral studies. I 
hope fervently that the 
remarkable CIKADA team 
will visit London soon. 



■ AMSTERDAM 

CONCERT 
Concertgebouw Tet 

31-20-6718345 

• Nederfands PhHharmonisch 

Orkest with conductor Hartmut 

Haenchen, soprano Alexandra 
Coku, afto Hebe Dijksfra and the 
Toonkunstkoor Amsterdam in 
works by Beethoven; Jun 20, 21 , 
22, 23 . 

■ BERLIN 

CONCERT 

Konzerthaus Bertel 

Tel: 49-30-203090 

• Thomas Bttteher, Regina 
Kunert, Birgit Schmieder, Michael 
Vogt and Katharine Hanstedt the_ 
violinist, pianist, oboist, 
tuba-player and harpist perform 
works by Krenek, Richter and 
Beethoven; Jun 20 

■ CHICAGO 

EXHIBITION 

Museum of Contemporary Art 

Td: 1-312-280-2660 


• Envisioning the Contemporary: 
Selections from the Permanent 
Co Section: exhibition featuring 
100 works tracing major historical 
developments in art from 1945 to 
-the present day. Included in the 
display are works by Balthus, 
Kline. Magritte, Sherman and 
Warhol; from Jun 20 to May 31 

■ DUBLIN 

CONCERT 

National Concert HaU 
Tel; 353-1 -6711 B88 

• Royal Irish Academy of Music: 
with conductor Jrmmy'Vaughan, 
soprano Laura Deiany and tenor 
Robin Trischler in works by 
Brahms, Schumann and Strauss; 
Jun 18 

■ LONDON 
exhibition 
H ayward Gallery 
Teh 44-171-9604242 

• Tatsuo Mryqjima Big Time: 
installation work by the Japanese 
artist, plunging much of the 
Hayward into darkness, 
illuminated only by small red, 
green and blue lights flashing on 
the waHs and gBcfing across the 
floors. A specially Installed bridge 
crosses over the work, to aflow 
viewers to become Immersed in 
the electron*; lights; from Jun IB 
to Aug 17 

Mayor Canary Tel: 

44-171-7343558 

• Annan: display of work by the 
New York-based French sculptor 
whose neo-reallst work fas been 
associated with the Pop Artists of 
his adopted city. Annan’s work 
however, concentrates on the real 


object, as opposed to a 
recreation of it from Jun 18 to 
Aug 29 

Serpentine Oakery 
Tet 44-171-4026075 

• Anya Gallaccio: installation on 
the Gallery's lawn by the sculptor 
who uses raw materials. Including 
blocks of ice and banks of flower 
rot. In toe creation of her work; to 
Jun 22 

FESTIVAL 

City of London Festival Tel: 
44-171-3770540 

• City of London Festival: 
festival organised by the Qty Arts 
Trust featuring musical and 
theatrical performances In 
buildings, churches, halls and 
open spaces of the historic 
Square Mila This year’s musical 
highlights include Les Arts 
Florissants conducted by William 
Christie at St Paul's Cathedral, 
soprano Barbara Bonney at the 
Draper's Hall and a performance 
of Stravinsky's The Rake’s 
Progress by the London 
Symphony Orchestra with 
conductor John Elliot Gardiner at 
the Barbican. The festival opens 
with a bell-ringing ceremony at 
the St Mary-Le-Bow chirch; from 
Jun 19 to JullD 

■ MADRID 

OPERA 

Teatro de la Zarzuela 

Tel: 34-1-5245400 

• Don Giovanni: by Mozart. 
Conducted by Jan 
Latham-Koenlg, performed by the 
Teatro cfe fa Zariuele. Soloists 
include Hakan Hagegard, tano 
Tamar, Pamela Cobun and 


Giovanni Furianetto. Part of toe 
10th Festival Mozart de Madrid; 
Jun 20 

■ MUNICH 

EXHIBITION 
Neue Pmaknthek 
Tel: 49-89-23805-195 

• Claud e-Joseph VemeL 
1714-1789: exhibition of work by 
the French painter who worked 
for King Louis XV as a sea and 
landscape painter. Shown 
alongside the pieces by Vemet 
are a number of works tv his 
contemporaries, Including Lorrain, 
Boucher and Dughet to Jul 6 

■ NEW YORK 

AUCTION 

SothebysTek 1-212-606-7000 

• Animation Art sale featuring 
400 pieces of artwork spanning 
60 years of animation history. 
Highlights include more than 200 
lots from Walt Disney Studio’s 
classic Aims, Including Snow 
White and the Seven Dwarfs, 
Pfnocchto, Sleeping Beauty, 

Bambl and Peter Pan; Jun 21 

EXHIB mON 

Cooper-Hewitt National Design 
Museum Tel: 1-212-860-6868 

• Under the Sun : An Outdoor 
Exhibition of Light special 
outdoor exhibition examining the 
power of the sui as an inspiration 
In design, featuring a number of 
solar powered products as well as 
sundials, solar collectors and 
reflectors; from Jun 21 to Oct 12 
The Metropolitan Museum of 
Art Tet 1-212-879-5500 

• The Human Frgure In 


Transition: American Sculpture 
from the Museum's Collection 
1900-1945: selection of 
smaller-scaJe sculptures 
Illustrating both classical and 
radical tendencies in 
representations of the human 
body in the first half of this 
century. Featured artists include 
Paul Manship, Gaston Lachaisa, 
Erie Nadelman, Malvina Hoffman 
and Chaim Gross; to Sep 15 

■ PARIS 

DANCE 

Thtttre du Chfttelet 
Tel: 33-1 42 33 00 00 

• The LOSS of Small Detail: 
choreographed by William 
Forsythe to taped music, 
performed by the Baflett 
Frankfurt; from Jun 20 to Jun 25 

EXHIBITION 

Centre Georges Pompidou Tel: 
33-1-44 78 12 33 
9 La gourmandise: exhibition 
featuring works from the 
collection of the Musee national 
d’art and the Centre de creation 
Industrious. Featured artists 
include Uchenstsln, Doisneau, 
BrassT and Warhol; to Jun 30 

OPERA 

L’Opdra de Paris Bastaie 

Tel: 33-1 44 73 13 99 

• Madama Butterfly: by Pucdnu 
Conducted by Silvia Varviso; 

Jun 20 

■ ROME 

OPERA 

Teatro delP Opera di Roma 
Tel: 39-6-481601 


• II Barblere di SivigTta: by 
Rossini. Conducted by Hugo de 
Ana. Soloists include Bruno 
Pratico, Roberto Frontal! and 
lldebrando d' Arcangelo; 

Jun 18, 20 

■ SAN FRANCISCO 

CONCERT 

Louise M. Davies Symphony 
HaU Tet 1-415-864-6000 

• San Francisco Symphony 
Orche s tra: with conductor Michael 
Tlbon Thomas, soprano Teresa 
Stratas, violinist Hudson Shad 
and the San Francisco Symphony 
Chorus In works by Bach, Berg 
and Weill; Jun 18 

■ VIENNA 

CONCERT 

Konzerthaus Tel: 43-1-7121211 

• Philip Dukes: performance by 
the viola-player accompanied by 
the pianist Sophia Rahman. The 
programme includes works by 
Flackton. Britten, Schumann, 
Webber and Bloch; Jun 20 

■ ZURICH 

OPERA 

Opemhaus Zurich 
Tet 41-1-268 6666 

• Roberto Deveraux: by 
Donizetti. Conducted by Marcello 
Vtotti; Jun 19 

listing selected and edited by 
ArtBase The International Arts 
Database, A ms ter da m, The 
Netherlands. Copyright 1997. All 
rights reserved, Teh 31 20 664 
6441. E-mafl: artbaseOpLnet 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Squawk Box 

10.00 

European Money Wheal 
18.00 

Financial Times Business 
Tonight 
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Martin Wolf 

Little call for gimmicks 

The forthcoming Budget by Britain's new Labour government has the chance 
to match monetary innovations with radical reform of the fiscal system 



The UK Budget to he 
presented by Mr Gordon 
Brown on July 2 is both an 
opportunity and a danger. 
He could show hims elf to be 
the reforming chancellor of 
the exchequer of an innova- 
tive new Labour govern- 
ment. He could also suc- 
cumb to gimmickry. Which 
element predominates will 
show whether the radical 
chancellor of the first few 
weeks will prove to be the 
rule, or the exception. 

Alas, a degree of gim- 
mickry is inevitable since 
Labour went out of its way 
to limit its fiscal freedom of 
m an oeuvre when In opposi- 
! tion. Its most restrictive 
commitment is to abide by 
the spending plans of Mr 
Kenneth Clarke, the former 
chancellor, for 1997-98 and 
1998-99. Almost as impor- 
tant however, are decisions 
not to raise the basic or top 
rates of income tax, not to 
extend the upper limit of 
national insurance contribu- 
tions, not to extend value 
added tax to food, children's 
clothing, books, newspapers 
and feres and to lower VAT 
on domestic energy from 8 
to 8 per cent 

If a government decides to 
rule out sensible policies, it 
must fell back on silly ones. 
Public spending may have 
to be kept down. But the 
government still wants 
investment in hospitals, 
schools and public trans- 
port. The solution Is cre- 
ative accounting; off-budget 
financing via the private 
finance initiative indicates 
the possibilities. 

Similarly, if increases in 
visible taxes are ruled out, 
the government is forced to 
consider invisible alterna- 
tives. The most likely is fid- 
dling with advance corpora- 
tion tax, which has the 
great advantage of being 
virtually incomprehensible. 
Yet this would increase the 
tax burden on companies 
and destabilise the fiscal 
treatment of pensions. 

Gimmicks will not be a 
minor part of the Budget Its 
centrepiece is to be a “wind- 


fell tax" - a noxious piece of 
legislation justified only by 
the unpopularity of the com- 
panies that will pay it The 
tax will not even fell on 
those who made the “wind- 
falls" - the initial owners of 
the shares, most of whom 
have taken their profits. 

Alas, this tax Is not the 
end of new Labour non- 
sense. It also wishes to 
Introduce a new lOp starting 
rate of tax, which has at 
least three drawbacks: it 
offers smaller benefits to the 
poorer sections of society 
thaw an increase in allow- 
ances; it complicates a sys- 
tem already unnecessarily 
confused by the decisions of 
Mr Norman Lamont and Mr 
Clarke to offer a 20p tax 
band alongside the old basic 
rate; and it makes the taxa- 
tion of savings more admin- 
istratively complex. 

With such bad ideas buzz- 
ing in Mr Brown's brain, 
only the most extreme opti- 
mist can hope for much of 
enduring value. But dream- 
ing is free. The chancellor 
has surprised almost every- 
one in his decision to give 
the Bank of England opera- 
tional control over interest 
rates. Perhaps he will be 
equally radical on taxation 

and sp ending . 

At this early stage in the 


government's history, a rad- 
ical approach should consist 
of setting out long-term 

goals and initiating public 
discussion in high-priority 
areas for reform. 

Fiscal policy involves 
three decisions: where and 
how to spend; where and 
how to raise money; and 
what balance to strike 
between the two. On spend- 
ing, Mr Brown has already 
initiated a fundamental 
review. On revenue, what is 
needed is coherent discus- 
sion of options for reform. 
Now would be the time to 
consider making expendi- 
ture, rather than income, 
the basis far tax. More lim- 
ited reform could focus on 
the interaction between 
taxes and benefits, environ- 
mental taxation, taxes on 
savings and corporate taxa- 
tion. 

Where Mr Brown can 
make immediate progress is 
In setting out an overall 
plan for spending, revenue 
and the deficit. He could 
start by adopting something 
similar to New Zealand's fis- 
cal responsibility act, which 
obliges the government to 
lay out its objectives for the 
fiscal balance, the broad 
structure of spending, pub- 
lic debt and public sector 
net worth. 


Articulation of such a 
plan would force the govern- 
ment to reveal its fiscal 
hand, in its Green Budget, 
the Institute for Fiscal 
Studies took an optimistic 
view on fiscal sustainability. 
On present plans, argues 
the IFS. even the golden 
rule - that borrowing does 
not exceed investment - 
would be met next year. 

Yet there are at least four 
reasons why substantial dis- 
cretionary fiscal tig htening 
might be needed. 

First, the Treasury fore- 
casts show the ratio of gen- 
eral government spending 
to gross domestic product 
falling from 40.5 per cent 
this year to 37.4 per cent in 
2001-02 (see table). But 
spending has not been as 
low as 37 per cent since the 
mid-1960s- Over the past 20 
years, it has averaged 42L25 
per cent of GDP. The differ- 
ence between the forecast 
spending ratio for 2001-02 
and the average of the past 
two decades is some £40bn, 
in current prices. 

To deliver such low spend- 
ing, either the government 
will have to secure a big 
increase in private provision 
or the quality of services 
and the generosity of wel- 
fare provision must deterio- 
rate. In practice, public 
spending is unlikely to 
remain at its present share 
of GDP. let alone felL 

Second, if the objective is 
to stabilise the debt over the 
cycle, it is arbitrary to take 
the ratio reached when the 
economy' is close to full 
capacity as the base. This is 
to treat the large deficits in 
previous years as bygones. 
This makes sense only if 
there will be offsetting fiscal 
surpluses in years ahead or 
today’s debt ratio is safe. 
Hie former is speculatlve; 
the latter doubtful. 

True, the UK’s debt ratio 
Is low by European stan- 
dards. But this says more 
about the rest of Europe 
than about the UK. Hie 
more relevant question is 
how comfortably the UK 
could cope with any large 


adverse economic shock. 
After an Increase in the 
ratio of net public debt to 
GDP from 19 per cent in 
1990 to 44 per cent last year, 
a further substantial 
increase would be uncom- 
fortable. The aim of a safety- 
first fiscal policy should, 
therefore, be to lower the 
debt ratio sharply, if possi- 
ble to where it was at the 
be ginning of the decade. 

Third, in a low-saving 
economy, such as Britain’s, 
the government should con- 
tribute to national savings, 
not consume them, as now. 
In 1995. savings by general 
government were minus 3-6 
per cent of GDP. while the 
-UK’s gross national savings 
were a mete 139 per cent of 
GDP, the lowest of any 
Organisation for Economic 
Co-operation and Develop- 
ment member. 

Finally, the current tight- 
ening of monetary policy, 
alongside the substantial 
appreciation of sterling, 
gives an undesirable mix of 
fiscal and monetary policy. 
Very large swings in real 
exchange rates have adverse 
effects on industries open to 
international competition. 
At present, therefore, the 
immediate economic situa- 
tion and long-term fiscal 
soundness both demand fis- 
cal ti ghtEnlng 

What th gn might an opti- 
mist hope for? The chancel- 
lor would forget the gim- 
micks and accompany his 
review of spending with a 
comparable examination of 
taxes. He would present 
long-term plans for the 
spending, revenue, deficits 
and debt Finally, he would 
put in hand a tightening of 
fiscal policy that depends 
neither on implausible 
assumptions about public 
spending nor on optimistic 
assumptions about the 
course of the economy. Abo- 
lition of mortgage interest 
relief would be a start 

Mr Brown has an opportu- 
nity to achieve a better bud- 
getary framework and a 
more robust fiscal position. 
He should seize it 


Fiscal prospects In the UK 

PubHe sector borrowtag requirement as % of GDP 
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Opportunity to remedy several 
fatal flaws in stability pact 


From Mr Peter Urken. 

Sir, In spite of the poten- 
tially disastrous conse- 
quences of the French 
Socialists' desire to recon- 
sider the terms of the stabil- 
ity pact (as Lionel Barber 
outlines in “Stability pact 
proves ah unstable area", 
June 10), the discussions 
which this position will 
instigate In Europe may 
actually enhance the sus- 
tainability of the euro. As 
currently constituted, the 
stability pact has several 
fetal flaws and this week 
may be the last chance to 
remedy them. 

Unfortunately, the French 
are, focusing their efforts on 
the' creation of a political 
counterweight to the Euro- 


pean central bank, but their 
quest to make EU institu- 
tions much more amenable 
to the public would be better 
served by making several 
changes to the agreement 
First, the massive monetary 
frnps envisioned as penalties 
for Emu participants with 
excessive deficits seems to 
be the most inappropriate 
penalty possible for fiscal 

transgressions. Instead, 
political penalties such as 
revoking certain voting 
rights in the EU Council or 
in the ECB should be 
explored. 

Second, strict limits on 
structural - rather than 
overall t deficits should be 
targeted in order to allow for 
the cyclical nature of public 


finances. Third, the part cur- 
rently requires a two thirds 
vole to ratify any penalty. 
But Emu participants with 
unstable public finances 
may form an informal agree- 
ment to refrain from voting 
for any penalties against 
each oilier to protect them- 
selves from the immense 
damage that the fines would 

PO 50 - . . , 

If. as seems increasingly 
likely. Portugal, Spain and 
even Italy are admitted, such 
an agreement would make 
ratification of stability pact 
penalties nearly impossible. 

Perry’ Urken, 

2121 HStNW #606, 
Washington DC 20037. 

US 


Policies should be put to market test 


From Mr Richard Looney. 

Sir. John Kay, in his 
article “Produced to price" 
(June 13), is right to criticise 
“manufacturing fetishism". 
He might have added that 
efficiently produced, non- 
traded services make an 
Important contribution to 
competitiveness by keeping 
down the costs of: consumer 
goods and services (and 
hence wage pressures), gov- 
ernment activities (and 
hence the burden of 
taxation), and business ser- 
vice inputs to (among oth- 


ers) manufacturing Indus- 
tries. 

However, local and 
national policymakers are 
still right to think about 
what kind of economic activ- 
ities they would like to see 
prosper. Some are preferable 
(in terms of the kinds of jobs 
created, their environmental 
impact, or their potential for 
Increasing general economic 
performance through spin- 
off benefits) to others. 

And the extent to which a 
region or country proves to 
be a favourable location for 


these activities can be a 
measure of the effectiveness 
of public policy (for example, 
in education or transport). 

Industrial and regional 
policy cannot be based on 
picking winners, but we 
should not bo afraid to judge 
whether different policies 
would produce a better 
"market" outcome. 

Richard Lewney, 
mana ging director, 
Cambridge Econometrics, 
Covent Garden. 

Cambridge CBl 2HS, UK 


The fools will always shun a sage 


From Mr Ray Taylor. 

Sir, Lucy Kellaway won- 
ders “why it Is the males 
who are at the top”, despite 
the feet that men are less 
predisposed towards “social 
cognition" than women 
(“Why bad management is - 
all in the genes", June 16). 

The answer to this ques- 
tion is simple. In the cut and 
thrust world of corporate 
dominance, it Is the 


go-ahead powerbroker who 
is best placed to grasp the 
bull by the horns and push 
the corporation forward to 
face the challenges of the 
future, etc, etc. 

Put it another way. Three 
fools wish to recruit a 
fourth. They have a simple 
choice between a fool and a 
sage. Who do they choose? 
Bad management will not 
abolish itself, any more than 


macho directors will appoint 
women on the basis of any- 
thing other than the ability 
to powerdress and denounce 
wishy-washy, touchy-feely, 
management theories. 

Ray Taylor, 
principal consultant. 

New Media 
Communications, 

77 Stanhope Grove, 
Beckenham. Kent, UK 
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The Financial Times invites you to spend an exhilarating day racing at Cowes 1 997. Choose 
either from one day of Maxi Racing aboard Kialoa V on August 4, 5, 6 or 7 or one day of class 
racing aboard a Sigma 38 on August 2, 3 or 8. Throughout the week all three yachts will be 
crewed by exceptional racing crews so you will certainly be in with a chance of winning! 
Numbers are limited to 20 people per day on the Kialoa V and 1 6 people per day aboard the 
Sigma 38’s. 

To book a place for this event, please call Richard Thomson on +44 1 71 873 3670 or fax the 
coupon below to +44 1 71 873 4381. Please indicate your preferred first and second choice 
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Sigma 38: 1 require places @ £345.00(inc VAT) each. 

First choice date: Second Choice date: (dates: August 2,3,8) 

I enclose a cheque for the amount of £ payable to The Financial Times Ltd’, 

Please debit my credit card far the total amount of ; 

Credit Card No: Expiry Date: 

Naroe: Signature: 

Address: ; 


Postcode: Telephone:. 


Addresses supplied by readers In response to this promotion will be held by the FT. If you do not wish to receive any 
mailings please tick the box □ i 


From Croatia to Papua New 
Guinea the world has been 
treated to a bumper crop of 
elections in recent months. 
The democratic habit seems 
to sweep all before it. Not, 
however, In the Arab world, 
which continues to be ruled 
in the main by ageing des- 
pots and absolute xnonarchs. 

Nor are these rulers much 
upbraided for their short- 
comings by governments in 
the west, more concerned 
about the spread of Islamic 
revivalism - real or imag- 
ined - and the security of oil 
supplies than with the nice- 
ties of democratic gover- 
nance. Western analysis of 
Middle Eastern regimes - 
whether of allies or adver- 
saries - mostly concerns 
their chances of stability and 
continuity. In the post- 
communist era no other part 
of the world, not even China, 
is examined with such little 
regard for the political rights 
of its citizens. 

In the Gulf, the absolute 
monarchy in Saudi Arabia 
will countenance no more 
than an appointed consulta- 
tive council ( Majlis a /- 
3/ioura) and makes clear to 
neighbouring emirates that 
it prefers they do the same. 
In Bahrain, the Sunni Mos- 
lem ruling family has 
resisted a sporadically vio- 
lent 30-month campaign by 
the Shia Moslem majority to 
win a share of power 
through the recall of the 
National Assembly, dis- 
solved in 1975. 

In both Iraq and Syria, 
military-backed minority 
regimes emerged from the 
ideological ruins of the pan- 
Arab Ba'atta party which, in 
any case, never saw elec- 
tions as the route to power. 
Pro-western Egypt's pluralist 
society is traduced by its 
authoritarian politics, in 
which the armed forces are 
the final arbiter. 

North African govern- 
ments are s till traumatised 
by the brief opening up of 
Algerian politics. This 
brought the fundamentalist 
Islamic Salvation Front <FI$) 
to the brink of power until 
the army in 1992 cancelled a 
deciding round of elections, 
unleashing a savage civil 
conflict 

There are. nevertheless, 
little spats of democratic 
light twinkling across the 
region. After the 199091 Gulf 
crisis Kuwait’s ruling family 
bowed to popular pressure 
and recalled the twice- 
dissolved National Assem- 
bly, though it has resisted 
ceding real power to it King 
Hussein of Jordan in 1989 
restored a controlled form of 
democracy, but has since 


An inkling 
of change 


There are signs of democratic 
progress in the Arab world, 
argues David Gardner 



tightened voting rules to 
ensure manageable results 
and curbed an Increasingly 
critical press. 

Yemen has passable elec- 
tions and Morocco, which 
last week held local elec- 
tions, is cautiously exploring 
gradual liberalisation ahead 
of voting for parliament in 
September. Algeria itself has 
Just held a new round of par- 
liamentary elections, though 
these excluded the FIS and 
showed some evidence of 
manipulation. 

Jordan and Kuwait, by 
contrast do allow Islamists 
Into politics, partly because 
the king and the emir can 
both fell back on a bedrock 
of bedouin support not avail- 
able to Algeria or Egypt. 
Fear of Islam, however, is a 
relatively recent excuse for 
Arab rulers" allergy to 
democracy, for which no sin- 
gle explanation suffices. 

For four centuries until 
the first world war the trib- 
ally organised Arab world 
was on the fringes of the 
Ottoman empire. The nation- 
states which accompanied 
democratic development in 
Europe did not emerge. 
European colonial penetra- 
tion and then control led to 
the carve-up of the “Arab 
nation” into states with arbi- 
trarily drawn borders and 
frequently heterogeneous 
populations, loading to inter- 
nal and cross-border feuding. 

The struggle against colo- 


nialism and what Arabs saw 
as the “western" implant of 
Israel in Palestine spawned 
illiberal nationalist move- 
ments like Nasserism and 
Ba’athism which could jus- 
tify their monopolies on 
power by the need for per- 
manent mobilisation. When 
these failed, economically 
and militarily, many saw in 
the Islamist movements an 
alternative means towards 
the same ends. Communism 
and liberal capitalism have 
been easy to portray as for- 
eign imports. “You can’t 
import democracy like an air 
conditioner," says a Bah- 
raini minister. 

Western officials often 
argue that political liberalis- 
ation will come as economic 
reform raises living stan- 
dards and builds a strong 
middle class. But too often It 
is the rich who profit from 
reform, while the poor suffer 
the dislocations of economic 
restructuring. Furthermore, 
this comfortably determinist 
argument falls to explain 
why the Islamists attract so' 
many middle-class adherents 
and leaders. 

None of this is to deny 
that Arab rulers do have 
their sources of legitimacy. 
King Hussein and King Has- 
san of Morocco claim 
descent from the Prophet 
Mohammed; King Fahd pre- 
fers to be known as the Cus- 
todian of the holy places of 
Mecca and Medina. Presi- 


dent Hafez al-Assad of Syria 
has guaranteed religious tol- 
erance in a multi-sect coun- 
try. Furthermore, he 
imposed this regime, to 
almost universal sighs of 
relief at the time, on a Leba- 
non tom apart by sectarian 
warfare. Many Egyptians 
and Tunisians feel their gov- 
ernments have spared them 
an Algerian-style war. 

Nor. in the communica- 
tions era. can Arab rulers 
Ignore popular sentiment. 
“No government can move 
outside the bounds set by 
public opinion." says Osama 
el-Baz. political adviser to 
Egypt’s President Hosni 
Mubarak. “Gone are the 
days in which [Arab govern- 
ments] could ram any posi- 
tion down the throats of its 
people.” 

Yet this new balance has 
not been institutionalised. 
Most regimes have so nar- 
rowed the political field that 
the mosque has become the 
only rallying point for the 
opposition, giving the Islam- 
ists a monopoly on dissent 
“No other party has the 
opportunity to get in touch 
with the masses five times a 
day. every day of the year,” 
admits one Bahraini minis- 
ter, referring to Moslem 
prayer times. 

Paradoxically, Iran, whose 
1979 revolution started the 
Islamist scare, may now be 
setting the Arabs an exam- 
ple. Last month. Mohammad 
Khatami, an ostensibly lib- 
eral Shia cleric and student 
of de Tocquevilie who says 
Islam and democracy are 
compatible, trounced the 
presidential candidate of the 
mullahs. True, be was one of 
only four (out of 238) candi- 
dates that the regime 
allowed to run. But this was 
a genuine contest - and a 
huge upset — within the 
rules defined by the regime. 

Liberal Arabs in Egypt 
and Algeria tend to hold up 
the example of Jordan, 
which obliged its Islamists 
to subscribe to a national 
charter before allowing them 
to participate in elections. 
They have long argued that 
their regimes should define 
rules lor genuinely participa- 
tory and pluralist politics 
and then allow in anyone - 
including the Islamists - 
prepared to sign up. 

These rules would be very 
different from those of Iron. 
But the principle - of a 
regime enduring while giv- 
ing citizens a chance to 
influence its course and 
practices - would be the 
same. And after Iran’s recent 
election, it would be harder 
to portray the principle as a 
western import. 
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A fig leaf 
for France 


A British left-of-centre politician 
once famously said he would 
not wish to go naked into the 
conference chamber. The new 
Socialist government of France 
has, in stead, left one covered by 
a few fig leaves. Its electorate 
voted for change. It will provide 
more of the same. 

The German government was 
never likely to accept chan ge 
to the stability pact negotiated 
painfully in Dublin at the end of 
last year. The monetary union 
is now likely to have li mem- 
bers from the start, particularly 
since neither Germany nor 
France is likely to hit the Maas- 
tricht treaty criteria cleanly this 
year. Only Greece will fail the 
tests. Denmark, Sweden and the 
UK will exclude themselves. 
With the prospect of a broad 
Emu, the chances that Germany 
would accept a modification of 
what it views as a feeble agree- 
ment were zero. Having taken a 
battering over its plan to 
revalue gold reserves, it was in 
no position to do so. 

AD France could hope far was 
the odd leaf or two. One is the 
new, largely empty employment 
chapter. Another will be found 
in articles 102 and 103 of the 
Maastricht treaty, which call far 
member states to “conduct their 
economic policies with a view to 
contributing to the achievement 
of the objectives of the Commu- 
nity” and to “regard their eco- 
nomic policies as a matter of 
common concern”. 

Finally, the European Invest- 
ment Rank may en g a g e in ven- 


ture capital operations for the 
first time- But this is merely an 
idea for study. Even if put into 
effect, it may not add to spend- 
ing by the EIB. The sums 
involved are. in any cas e. likely 
to be insignificant. 

A little thing like the French 
elections was never likely to 
shift the euro-train off its 
tracks. The people of France 
were free to vote for any policy 
they liked so long as it would 
take them to Emu. This was 
true when they voted for Mr 
Jacques Chirac as president. It 
is true now they have voted in 
Mr Lionel Jospin, his defeated 
rival, as prime minister. 

Once Emu has begun, how- 
ever, the politics will change. 
The fines laid down for govern- 
ments with excessive deficits 
will be difficult to implement, 
since they require a qualified 
majo ri ty in their favour. Mean- 
while, member states will be 
under strong pressure to raise 
public spending, notably on pen- 
sions, while several, parti eu 
larly France, seem likely to find 
high structural unemployment 
rising still further. 

Without a strong economic 
recovery, higher fta*ai deficits 
are in prospect in several coun- 
tries. along with an increasingly 
unbalanced fiscal and monetary 
policy mix. This combination 
could easily create an externally 
strong, but internally, conten- 
tious, euro. The last few weeks 
have been turbulent. They are 
but a precursor of the turbu- 
lence Brill to 


Free not fair 


President Franjo Tudjman of 
Croatia has gained a second 
five-year term in office by win- 
ning 61 per cent of the vote in 
elections which international 
observers described yesterday 
as “free but not fair". That 
pithy assessment sums up the 
situation welL There was no 
apparent sign of ballot-stuffing 
or other electoral chicanery. By 
and large those who wanted to 
vote could do so. But there were 
a few notable exceptions. 

These Include roughly a quar- 
ter of a million Croatian citizens 
of ethnic Serb origin who were 
unable to register. On the other 
hand. 10 per cent of the voters 
were ethnic Croats from neigh- 
bouring Bosnia. The Serbs bad 
fled from western Slavonia and 
Krajina during the Croatian 
army's campaigns to “liberate” 
those areas in 1995. They are 
now refugees and would have 
been unlikely to vote for Mr 
Tudjman. But as “father of the 
nation" he won enough support 
from rural Croats to secure re- 
election anyway against lack- 
lustre opposition candidates. 

The real complaint over the 
manner of Mr Tudj man's re- 
election stems from the grossly 
distorting mirror held up to the 
campaign by the state-con- 
trolled electronic media. Media 
distortion undoubtedly contrib- 
uted to the poor showing of Mr 
Tudjman ’s opponents. The 57 
per cent turnout shows wide- 
spread apathy. But it would be 


churlish to deny that Mr Toll- 
man has been elected by a dear- 
majority of those who voted. 
They see him as the man who 
led the drive for independence, 
built up the army, recovered 
Serb-held territory and sup- 
ported sound economic policies. 

Under his leadership Croatia 
has achieved macro-economic 
stability, low inflation and a 
strong currency. It is poised for 
a new wave of privatisation 
which will attract foreign 
investment and underpin rising 
living standards. 

Mr Tudj man’s goal is to 
secure Croatia's future as an 
internationally respected and 
prosperous central European 
democracy. His re-election 
shows how far Croatia has prog- 
ressed towards these targets. It 
also shows how far Mr Tudjman 
still has to go to give substance 
to the democratic process and 
respect hitherto unfamiliar con- 
cepts such as fair play. 

Above all the election demon- 
strates the need for the interna- 
tional community to watch 
Zagreb carefully and insist on 
full compliance not only with 
the rules of democracy but also 
with its International obliga- 
tions. The next test will be how 
far Zagreb complies with its 
obligations under the Dayton 
peace accords to permit the 
return of refugees to their 
homes in Krajina and elsewhere 
when eastern Slavonia returns 
to its control next month . 


A new Tube 


[he phrase “public-private 
lartnership" was one often 
nvoked by Labour politicians 
o the lead-up to the election: 
eldom explained. Now it has 
alien to Mr John Prescott, the 
leputy prime minister, to prove 
here is substance behind the 
logan in planning the reform of 
<ondon’s ailing underground 
letwork. 

Mr Prescott had not meant 
he government's internal dis- 
usmons on the subject to come 
d tight quite yet But it reflects 
fell on the new transport and 
nvironment “tsar” that docu- 
ments such as those left behind 
t tbe BBC offices already 
jdsted. Apparently he has 
rasped both the urgency of the 
ituation facing London's Tube 
nd the fact that private finance 
rill have to play a large part in 
solution. 

So far, so uncontroversiaL 
he question is what form, 
xactly, will this private 
lvolvexnent take. Here Mr Pres- 
ort is operating within two 
arameters; one technical, the 
ther political. The technical 
mstiaint is that the network 
lust be at least 50 per cent pri- 
ate-owned to escape Treasury 
mite on public borrowing by 
ublic enterprises. The second 
: the wording of Labour's man- 
esto, which ruled out “whole- 
lie privatisation” of London's 
ube. 

Sceptics will argue that a pub- 
c-private partnership which 


places a company under major- 
ity private control is privatisa- 
tion in all but name. But there 
is room for some creative, “New 
Labour” thinking in between Mr 
Prescott's two goalposts. One 
idea, for example, would involve 
London Transport becoming a 
trust company, independent of 
government and partially self- 
financing but able to rely on a 
guaranteed base level of public 
funding or public matching 
funds. This could then grant 
individual, fixed-tom franchises 
to private operators to run each 

Tube line. 

Any such novel approach 

n nw tbit risk Of gimmickry. But 
for their part, proponents of a 
more traditional sell-off will 
have to show how their schema 
would avoid pitfalls, such as 
poor coordination and the 
abuse of monopoly power, 
which have arisen in some past 
privatisations in the transport 
and utilities ‘sector. 

Far more important than the 
rtflTne and precise form of the 
new structure will be the 
results: whether it is able to 
mesh with an effective and inte- 
grated transport policy for Lon- 
don; whether it is transparent 
and accountable; whether it is 
more efficient; and, perhaps 
most important, whether it has 
t he funds needed to invest in a 
Tube system the capital can be 
proud of. If Mr Prescott’s solu- 
tion achieves these things he 
can call It what he likes. 


Hidden cracks in 
new consensus 

Japan’s faction-led political system 
seems to be intact, but subtle changes 
are at work, says William Dawkins 


A recent late-night 

meeting between Mr 
Ryu taro Hashimoto, 
Japan’s prime minis- 
ter, and Mr Ichiro 
Ozawa, his erstwhile bitter 
enemy, to cook up an accord on 
defence policy might suggest 
that, after four years of upheaval, 
tittle has changed in Japanese 
politics. 

After preparing an agreement 
under which Mr Ozawa, head of 
the opposition, would support a 
controversial government plan to 
extend leases on land used by the 
US military in Okinawa, the pair 
em erged smiling from their meet- 
ing over beer and a meal 
Outsiders could be forgiven for 
thinking the tendency for Japa- 
nese governments to reach back- 
room deals at the whim of party 
shoguns - the faptimai leaders 
who have had a stranglehold 
over policymaking for most of 
the post-war era - is as prevalent 
as ever. Consensus politics of this 
kind laid down tbe stability, or 
rather the monopoly on power, of 
Mr Hashimoto's Liberal Demo- 
cratic party; and it was under 
successive LDP governments that 
Japan achieved its legendary eco- 
nomic success in the post-war 
period. But the habit, say critics, 
has become a liability. 

“It means that the govern- 
ment’s reactions are delayed, so 
that policies tend to be applied 
out of synchronisation with 
events.” says Mr Takashi Inogu- 
chi, professor af politics at Tokyo 
U ni v e rs i t y . He cites as an exam- 
ple the derision to pursue sweep- 
ing financial deregulation in the 
middle of a h anking crisis. 

This is a time when Japanese 
governments need to be fast on 
their feet They must cope with 
an accelerating inflinr of interna- 
tional market forces, a possible 
emergence of trade tension with 
tbe US, tiie risk of Asian regional 
instability, pins a host of press- 
ing domestic problems such as a 
public debt crisis, an ageing pop- 
ulation and a still shaky financial 
system. 

The old consensus-based sys- 
tem appeared to have cracked in 
1993, after the LDP lost an elec- 
tion for the first time in almost 
four decades, to a loose alliance, 
led by Mr Ozawa, which was 
pushing for more open govern- 
ment 

Mr Ozawa and his followers 
had left the LDP earlier that year 
after losing an internal power 
struggle. They joined a disparate 
group of smaller independent 
parties, and pledged to transform 
Japan into what Mr Ozawa calls 
a “normal country", governed 
not by one party, but by two or 
three competing groups, each 
capable of forming a government 
Has anything changed? On the 
surface - deceptive in Japan - 
no. The LDP is back on the 
throne, almost as if nothing lmd 
happened. Some of Mr Ozawa’s 
followers have left because they 
do not like working with hi m , 
while others are so discouraged 
by their pol it ic a l experiment that 
they are preparing to rejoin the 
LDP. 

As Mr Hashimoto's success in 
fixing a midnight tryst with his 
old rival shows, the LDP has 


rediscovered its skill in coopting 
and neutralising political opposi- 
tion. And the tryst is only the 
start of a wider rapprochement, 
in which Mr Ozawa has said be 
wants to support government leg- 
islation on a case-by-case basis. 

And yet, beneath the appear- 
ance of having turned foil circle. 
Japanese politics has undergone 
a potentially deep change during 
the LDP’s fall and recovery. The 
structure has become a little less 
predictable and more competi- 
tive, the faction system's grip has 
weakened slightly and a younger 
generation is beginning to 
replace tbe geriatrics who used to 
rule thp backr o oms 

These changes are invisible to 
most But the evidence is there in 
a number of subtle differences in 
the way politicians operate. 

First, money. Faction leaders’ 
ability to extract cash from com- 
panies and dole It out to then- 
political minions was the glue 
that bound the post-war consen- 
sus, as penetratingly explained in 
a recently published book by Mr 
Jacob Schlesinger.* This stifled 
political debate, admittedly at a 
time when the race for growth 
meant that debate was not frit to 
be needed, and opened the way to 
corruption on a spectacular scale. 

Pork-barrel politics was devel- 
oped and refined by Mr Kafcuei 
Tanaka, the former prime minis- 
ter, who demonstrated that the 
way to power was to deliver 
motorways and golf courses - 
rather thaw bright policy ideas - 
to voters. But tbe system started 
to show its obvious weakness 
when Mr Tanaka nearly landed 
in prison for accepting bribes, 
only escaping sentence by dying 
in 1993. 

A year later, new curbs on 
political funding took effect in an 
attempt to end Tanaka-style poli- 
tics. To compensate, political par- 
ties are entitled to a state sub- 
sidy. More than half of the 
leading parties' funds now comes 
from the State. Si gnifi cantly, that 
cash goes to party headquarters, 
rather than to faction bosses. 

It is hard to say whether poli- 
tics is cleaner as a result. But it 
is notable that the recent pay-offs 
by Nomura Securities to a gang- 
ster group are the first big finan- 
cial scandal in post-war years in 
which politicians do not appear 
to be involved, says Mr John 
Neuffer, political analyst at Mit- 
sui Marine Research Institute, a 
private think tank. 

Second, electoral rules. Japan 
used to have a unique multi-seat 
constituency system. One district 
would return up to six members 
of parliament Several of the MPs 
would come from different fac- 
tions of the LDP. Three years 
ago, the system was changed to a 
continental European-etyle mix- 
ture of single-seat constituencies 
and proportional representation. 
Hie norm now Is for the LDP to 
field one candidate, instead of 
several, per constituency - a far- 
ther blow to tbe power of fac- 
tions. 

The new electoral system has 
weakened another old structure, 
the LDP's zoku or industrial sec- 
tor lobby groups. As well as 
being divided into five factions, 
the LDP rum a number of zoku. 


whose job it is to co-ordinate pol- 
icy with tbe businesses and gov- 
ernment ministries involved in 
that sector - a feature of the tra- 
ditional “iron triangle” of poli- 
tics, business and bureaucracy. 

Thus, an old-style multi-seat 
district chose several zoku-gin - 
industry “tribesmen" - from, 
say, telecommunications, con- 
struction and health. Mr Hashi- 
moto, as head of the health and 
welfare zoku, was and still is 
counted on to influence the 
ffnanrp minis try in Tokyo to allo- 
cate a generous budget for 
healthcare in his home town. 

There is, as yet, only a little 
evidence that politicians feel less 
at the beck and call of faction 
leaders. One example is how Mr 
Taku Yamazaki, a rising star in 
the LDP, has openly defied the 
calls by his faction boss for an 
alliance between the LDP and Mr 
Ozawa. Another is how Mr Shi- 
zuka Kamei. a rightwing member 
of the LDP and a Hashimoto 
henchman, engineered that late- 
night meeting on defence policy 
without consulting his faction 
leader. Such forwardness would 
have been unthinkable a few 
years ago, says Mr Dan Harada, a 
political commentator. 

A further sign of change is the 
emer g ence of a more competitive 
political opposition than that 
which Mriated before the LDP's 
electoral humiliation in 1993. 
Until then, the main opposition 
group was the Japan Socialist 
party, which made itself unelect- 
able by pursuing extreme poli- 
cies, such as support for the Sta- 
linist regime in North Korea or 
opposition to the security pact 
with tbe US. Once in power, in a 
curious alliance with the LDP 
from 1995, the Socialists switched 
smartly to the political centre, as 
a result of which their party has 
almost disintegrated. 

T he new opposition is 
chiefly composed of 
two moderate parties; 
Mr Ozawa’s New 
Frontier party, and 
the Democratic party, led by Mr 
Naoto Kan, an aggressive yo un g 
operator who won fame as former 
health minister by exp osing Ms 
ministry’s part in distributing 
Aids-infected blood to haemo- 
philiacs. Even if Mr Ozawa's men 
are flirting with the government, 
political analysts agree that the 
current opposition Is more seri- 
ous about taking power than the 
Socialists were. 

These are. admittedly, subtle 
changes. Prominent features of 
the old political structure have 
proved robust. 

Faction bosses, for example, 
retain one of their greatest pow- 
ers: to choose cabinet Jobs. The 
old practice of rationing minis- 
tries between factions according 
to numerical strength was 
applied when Mr Hashimoto 
formed his first government after 
last October's general election. 
Faction leaders shared out the 
jobs based on seniority and clout, 
rather than msit 
Mr Keizo Obuchl’s faction, of 
which Mr Hashimoto is a mem- 
ber, got the largest share with 
seven posts. As is often the case 
with faction leaders, Mr Obuchi 



stayed out or the cabinet, on the 
grounds that he could wield more 
power in the shadows than in the 
limelight. 

The influence of the greatest 
faction boss of all, tbe late Mr 
Tanaka, lives on in the shape of 
his many disciples in positions of 
power, in government and oppo- 
sition. Mr Hashimoto, Mr Ozawa 
and the Democratic party’s popu- 
lar Mr Kan all began their 
careers in the Tanaka faction. 

The durability of factions 
invites the question of whether 
Japan will ever have a strong 
political opposition. This is seen 
by many as tbe pre-requisite for 
generating a political debate of 
the quality needed to tackle the 
many problems of becoming a 
mature economy. 

Mr Harada believes that an 
opposition of sorts is emerging 
within the LDP in the shape of 
independent-minded politicians 
such as Mr Yamazaki, the LDP’s 


head of policy. But that is not a 
hugely exciting prospect 

As an individual. Mr Yamazaki 
does not set minds alight. It 
would be unfair to expect him to. 
Tokyo political analysts agree 
that it will take several general 
elections for him and other aspir- 
ing political stars to adapt to the 
new system, to develop fresh tal- 
ents and a taste for policy. 

The risk Is that this might not 
be fast enough to create the 
higher quality of government 
required to cope with the rapid 
changes under way - again 
under the surface - in Japan's 
economy. The Japanese govern- 
ment Is not the first to have seen 
sovereignty eroded by the power 
of the markets. But its politi- 
cians’ slowness to break the 
mould might turn it into an 
extreme example. 

*Shadow Shoguns, published by 
Simon & Schuster. S25. 366 pages 
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bad among investors. An 

alternative view is that the * 


workers were sacked by a Thai 
company without their foil 
severance pay, and that textile 
companies are leaving Thailand 
because its no longer . 
competitive with low-wage 
assembly centres like Indonesia, 
China and Vietnam. 


Sitting pretty 

■ The chaotic feuds within 
France's political parties since 
the general election have 
torpedoed attempts to devise a 
proper seating plan to tbe 
National Assembly. So, for the 
time being, the deputies will be 

arranged in alphabetical onto. 

This arrangement puts former 
centre-right RPR prime minister 
Alain Jopp£ towards the left of 
the chamber and awards the 
wooden spoon to Socialist from 
Moselle Jean-Yves Le Deault - 
hell be next to Jean-Marie Le 
Chevallter, the only deputy from 
the far-right National Front 

The only exception to the - role 
is Philippe S6gnin, who's poised 
to succeed ex-premier Alain 
Juppe as leader of the 
centre-right RPR: his previous 
status as leader of the National 
Assembly may explain his 
unalphabetica] placing on the 
estrone left of the chamber. 
Given his record of coolness 
towards some aspects of the 
European Union, he seems just 
the man to keep the seat w ar m 
for the Eurosceptic Communists. 



100 years ago 

British Tea Tables 
There are several material 
points about which we should 
like to have more information 
in the prospectus of the 
British Tea Table Company 
(1897). This company is 
formed with a capital of 
£300,000 for the purpose of 
acquiring Ow businesses of 
Pearce’s Dining and 
Refreshment Rooms and the 
British Tea Table Company. 
But why should the combined 
profits only of the two 
companies be given, thus 
making it impossible to judge 
whether or not either might 
have been running at a loss? 

50 years ago 

Argentina's Car Imports 
Buenos Ayres. 16th June. 
According to the latest 
Central Rank anno uncemen t, 
it has been decided to suspend 
until further notice the 
granting of import exchange 
permits for an motor-cars. 
This measure, which follows 
Friday’s announcement of the 
intention similarly to restrict 
imports of lorries, omnibuses 
and chassis, means virtually 
the closure of the Argentine 
market to all motor vehicles 
for the remainder of the year. 
The consequences of this ban 
will affect all manufacturers 
alike. 



S. 
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Tu rkey’s prime minister steps back from handover plan 

Defiant Erbakan looks 
to big election victory 


By KeUy Couturier In Istanbul 

Mr Necmettin Erbakan. 
Turkey’s Islamist prime minis- 
ter, remained unbowed yester- 
day in the face of tr em en d ous 
militar y pressure against bis 
government and expressed 
confidence that his ailing 
coalition would survive u nti l 
early elections could be held in 
a lew months. 

At a rare press conference 
with foreign correspondents, 
Mr Erbakan predicted that his 
Welfare Party would win at 
least 10m votes in the next 
general election - up from its 
previous best result of 6m in 
December 1996. 

The Turkish armed forces, 
scarcely bothering to hide 
their desire that Mr Erbakan 
should step down, openly 
accused Mr Erbakan's govern- 
ment last week of encouraging 
the spread of radical Islamic 
activity and threatened to use 
force if necessary to protect 


the secular Turkish state. Mr 
Erbakan, questioning the 
army’s assertion it had the 
legal right to Intervene against 
domestic or foreign threats 
when it deemed necessary, 
said it was up to the govern- 
ment to decide when to seek 
the support of the armed 
Ibices. 

Mr Erbakan refused to con- 
firm or deny Reports he would 
step down this week and cede 
the premiership to his secular 
coalition partner, Mrs Tansu 
(Slier, head of the conservative 
True Path party, in a bid to 
appease the military and other 
critics of the year-old Islamist- 
led government 

Under a plan announced last 
week, Mrs Ciller would lead 
the coalition as a caretaker 
administration until elections 
in the autumn. 

“in the next one or two days, 
the 54th government will come 
to an end. In such an environ- 
ment, the thing to do is form 


an election government." she 
said yesterday. 

Analysts said the plan was 
unlikely to ease pressure from 
tiie military, the self-appointed 
g uardians of secular republi- 
canism. A statement from a 
senior True Path official over 
the weekend indicated that the 
Ciller-Erbakan plan to con- 
tinue the coalition might not 
pass muster in Mrs Ciller’s 
own party. 

Mr Mebmet Golhan, the 
True Path deputy chairman, 
said on Sunday that he and his 
colleagues would debate ways 
to form a new government 
that would exclude Mr Erbak- 
an’s Party. 

President Suleyman Demi- 
rel, who must approve any 
maHHnn switch of prime min- 
isters, has not publicly indi- 
cated whether he wDl do so. 
Parliament, where the ailing 
cnaiitiim lacks a real majority, 
must also approve the change, 
with a vote of confidence. 


Mr Erbakan avoided direct 
criticism of the military at yes- 
terday's press conference, 
tnefoad blaming the crisis tb a * 
has brou ght his gov ernm ent to 
a standstill an “scone parts of 
the media and capital inves- 
tors" creating unrest in Tur- 
key to farther their own objec- 
tives. 

Those who had created 
flu “artificial crisis’' to hurt 
the government would have 
their hopes destroyed at the 
elections, title prime minister 
said. 

The Welfare Party narrowly 
won the 1905 poll with 21 per 
cent of the vote, while the 
True Path obtained about 19 
per cent 

Mr Ttrhflicfln said that he was 
confident the electorate would 
"choose freedom" in the 
planned autumn poll. 

The prime minister said; "if 
there is going to be democracy 
in Turkey, its backbone will be 
the Welfare Party." 


Risk of new 

computer 

timebomb 

Continued from Page 1 

the date of processing, end of 
file will be reached prema- 
turely as soon as records are 
written with dates in 1999.” 

Mr Robin Guenier, head of 
TaskForce 2000, the UK gov- 
ernment-sponsored body set up 
to increase awareness of the 
mllltmnium bomb, said that if 
companies dealt with the prob- 
lem at the same time as the 
tnlltennlum bomb, costs could 
be kept to a minimum He was 

concerned many small and 
medium-sized companies were 
refusing to take the millen- 
nium bomb seriously. 

Mr Bob Hammersley, head of 
Year 2000 compliance for 
Salisbury, the UK supermar- 
ket chain which is a leader in 
tackling the mlTlannlnm bomb, 

said it was looking at the 
999999 problem at the same 
time. It intended to finish all 
modifications by the end of 
1998, leaving ample time for 
testing. 


Japan seeks military 
role in peacekeeping 


By Wiliam DawMns In Tokyo 

The Japanese government 
yesterday called far legislation 
to enable the military to react 
to security crises outside 
Japan for the first time in over 
50 years. 

If ppaa e d by pariiameni in 
the autumn, such measures 
could dear the way for Japan's 
first Involvement In peace- 
keeping operations in east 
Asia. They would also help 
Japan to implement tougher 
new defence guidelines with 
the US, due for cabinet 
approval in September. 

Approval of the legislation 
would mark a break with 
Japan's rigid Interpretation of 
its pacifist constitution, 
adapted after the second world 
war, which technically con- 
fines Japan’s use of military 
force to a limited defence of its 
territory under the umbrella of 
the US military. 

The call far the legislation 


came from Mr Seiroku Kaji- 
yama, chief cabinet secretary. 
"The demand for strong lead- 
ership ... is natural,” he said. 
“So we will establish a system 
to deal effectively with emer- 
gencies in areas surrounding 
Japan as soon as possible.” 

Details have not yet been 
revealed, but the interim 
Japan-US report car the first 
review of their defence guide- 
lines for almost 20 years pro- 
poses 40 examples of where the 
Japanese military should pro- 
vide support for US forces in 
areas outside Japan during a 
war in the region. Among 
examples in the report, pub- 
lished last week, are mine- 
sweeping, supplying fuel to US 
warships and aircraft, and 
evacuation at civilians. 

Unto now, such assistance 
has been limited in scope by 
acute anxieties of previous 
Japanese governments over 
contravening the constitution 
and upsetting neighbours. Jap- 


anese minesweepers, for exam- 
ple. were only sent to the Gulf 
after the end of the Gulf War. 

The limit of areas where 
Japan would undertake to sup- 
port the US military during 
wartime has yet to be settled 
by the two governments. 

However, Japanese and- 
Asian attitudes have chang ed 
in recent years. A growing 
number of Japanese politicians 
believe a modest Asian peace- 
keeping role - stOl under a US 
umbrella - would bring 
greater diplomatic influence 
and could support Tokyo’s bid 
to become a permanent mem- 
ber of the United Nations 
Security Council. 

Meanwhile, the instability of 
North Korea, suffering severe 
food shortages, has reminded 
South Korea of the advantage 
of a strong US security pres- 
ence, for which Japanese sup- 
port is important 
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NatWest crisis deepens as executive quits 


Continued from Page 1 

and said it was undear where 
NatWest was beading. "The 
whole strategy is being shred- 
ded, and we want to know 
what the new plan will be," 
the investor said. 

Another said it was likely 
NatWest would now be the 
subject of a bid, or a fresh 


merger proposal from Abbey 
National, another British 
bank which NatWest has 
approached. “They would not 
be in a very good position to 
defend themselves," he said. 

Mr Wanless is taking over 
temporarily as chief executive 
of NatWest Markets, and the 
bank will look outside for a 
replacement far Mr Owen. 


Mr Owen was on a one-year 
rolling contract, and earned a 
bonus of £800,000 last year 
after volunteering to take a 
cut of £200,000 following the 
discovery of options mispric- 
ing. The bank said tt was dis- 
cussing severance terms. 

NatWest said it expected 
group profits would not 
exceed £77 Qm hi the first half 


as a result of the setbacks in 
NatWest Markets. This would 
imply a fall In investment 
banking profits from £28 Im to 
£150m. NatWest shares closed 
42p down at 755p. 

Shares in Barclays, another 
leading UK bank, also fell 
sharply on renewed doubts 
over its BZW Investment 
banking uhl 


FT WEATHER GUIDE 


Europe today 

The Benelux and northern 
Germany wlH have sun mixed with 
cloud. Southern Germany and 
northern France wNI be showery. 
Showers are also expected tor 
eastern France, but southern 
France wffl be dry with sunny 
periods. 

The Pyrenees and north-eastern 
Spain win have rain and thunder 
showers. Most of the rest of Spain 
and Portugal will bo dry and 
sunny. 

Northern Italy will be showery, 
while the south will be sunny. 
Greece, the western Balkans and 
southern Turkey will be sunny. 

Flirt-day 

forecast 

High pressure will bring settled 
conditions to north-vrestem 
Europe over the next few days. 

A disturbance will move Into 
western Europe In the second half 
of the week, causing Increasing 
cloud, showers and rah. 

The Mediterranean will be settled. 

TODAY'S TEMPGRATUHSS 
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THE LEX COLUMN 

French fig-leaf 


For all the fine words in 
Amsterdam, the single, currency 
project looks more fragile than 
ever. Yesterday the French were 
proff er ed a fig-leaf in. the farm aF 
some platitudes about a renewed 
focus on growth and jobs. In 
exchange, they reneged on their 
election commitment to renegotiate 
the stability pact But this rickety 
facade of unity cannot disguise the 
dangerous rift that has emerged 
between France and Germany on 
monetary union. Both countries 
remain committed to the gnat, but 
there is 1ncrv fl pi y| g tormina about 
how to get there. Germany contin- 
ues to stress firumrfsi discipline as 
an end in itself; the new French 
government sees it merely as a test 
it has to pass. 

This flammable dispute could eas- 
ily erupt, with the state of French 
public ftnnwnea a possible catalyst. 
Mr Helmut KoM, the German chan- 
cellor, has shown he does not want 
the entry criteria for monetary 
union to be Awbanrihafl. Yet Mr Lio- 
nel Jospin, the French gripe minis- 
ter, has made clear that he win not 
be bound by the letter of the Maas- 
tricht criteria. Bond markets con- 
tinue blithely to trust that tw« cir- 
cle will be squared. Quite how 
remains a mystery. 

Iri 

The Ttoiian g ov e rn ment’s decision 
to fUcmwiTt l e Iri, the state holding 
company, is so sensible that it is 
only a shame it did not happen 
years ago. It had become impossible 
to tell who owned the state’s indus- 
trial assets - the Treasury or Ws 
management. As a conglomerate 
with hugely diverse investments. Iri 
was slow to p ro m ote change. But 
the appointment of a new boss with 
a mandate to liquidate it in three 
years wigana tt now has no choice. 
And there should be substantial 
economic benefits from the demise 
of Mussolini’s vehicle far economic 
recovery. 

That said, it will hard to liquidate 
Iri within the time frame. As a 
dying entity, the group wfll struggle 
to retain its more able managers. 
And it has tricky corporate issues 
to resolve. Investments in SGS- 
Thomson, Autostrada and even 
state broadcaster Hal should be 
bankable. And there is an obvious 
solution to Finmeccanica's prob- 
lems; namely, breaking it up and 
forging a variety of alliances along 
the Knee of those under negotiation 
with General Electric Company. 
But this process will take time. And 
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it will take a lot of work to get 
Alitalia, Bary * di Roma and Fin- 
mare off its hands. 

But Alitalia demonstrates the 
dangers of continuing the Iri 
regime. Undoubtedly, there were 
significant impediments to the 
restructuring that Alit a l i a so badly 
needs. But the pace has been so 
slow that Alitalia risks being a non- 
starter in the race for European 
global alliances. And that would be 
a great loss far the Italian taxpayer. 

UK equities 

ft is both surprising and worrying 
that the FTSE All-Share index fell 
only 0.7 per cent yesterday on news 
that the Treasury is keen to abolish 
tax-exempt institutions’ dividend 
tax credits in the forthcoming Bud- 
get Of course, the chancellor has 
not yet spoken. And a little risk is 
probably already priced in. But 
when abolition would cut around 10 
per ftmt off the value of company 
cash flows to. shareholders, with 
possibly another 3 per cent for the 
cost of topping up pension funds, 
the market’s sang-froid is odd. 

It is also rather dangerous. To see 
why, imag ine you are a Treasury 
hatchet-man. You are cooking up 
an ingenious scheme to nab MlHn™ 
of pounds from pension funds. But 
a fthfm gh your political masters are 
linking their lips at the prospect of 
all that lolly, they are a touch ner- 
vous of prompting a stock market 
tumble when they are supposed to 
be cosying up to business. Hence 
the danger In yesterday’s relative 
market calm. It could well lead 
Whitehall to conclude - wrongly - 
that the reaction to a real 
ann n nnrflmmt would be similarly 
restrained. 


British Energy 

Investors' panic reaction to Mr 
Bobert Hawley’s sudden departure 
from British Energy may prove 
shortsighted. When a company is 
to be chief executive-less in a fort- 
night's time, with no successor in 
sight and a chairman who has no 
great experience of the industry, 
nervousness is understandable. But 
whatever Mr Hawley’s strengths, he 
was also an aggressive diversifler. 
BE 's existing nuclear business was 
by definition finite, the argument 
ran. so its phenomenal cashflows 
needed to be invested in fresh busi- 
nesses to give the company a 
long-term future. In some areas, 
such as using BE's nuclear skills 
abroad, this matte powerful sense. 
In others, such as gas-fired genera- 
tion, it looked a classic utility diver- 
sification story. 

There is no sign whatever that 
such arguments lie behind Mr Haw- 
ley's departure, nor that any 
change ctf strategy is now planned. 
Nevertheless, his absence provides 
shareholders with a golden opportu- 
nity to press the company to focus 
its ambitions. If they fail to take 
advantage of it, they have only 
themselves to blame. 

Norwich Union 

Should Norwich Union members 
be jumping for joy? Well, yes and 
no. The insurer’s shares ore trading 
at levels beating most analysts’ 
wildest dreams. So members are 
probably in no mood to split hairs. 
But to see why all is not quite per- 
fect. consider Norwich's institu- 
tional book-building - a process 
principally designed to maximise 
proceeds. Norwich generously 
decided to fix the Institutional price 
at 290p, the top of its indicative 
range, despite the offer being more 
»h«n io times oversubscribed at 
that level. The shares then put in a 
healthy first-day performance in a 
battered market, closing at 324'ip. 
There can be little doubt Norwich 
could have priced the offer more 
aggressively and diluted members a 
bit less, without risking a dreadful 
after-market, had it wanted. 

For those members who took up 
the option to buy more shares at a 
further 25p discount, the decision to 
fix the price low is naturally excel- 
lent news. But the rest must be 
wondering whether Norwich has 
sold them a little short 

Additional Lex comment 
. on NatWest, Page 25 
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Fiat ahead 6.7% 
in first quarter 

Fiat, Italy’s largest private-sector company, 
reported a 6.7 per cent rise In first-quarter earn- 
ings to L495bn (5290m) on a 4.4 per cent increase 
in sales to L20£44 Ihl The group benefited from 
government incentives to encourage new car 
sales in Italy. Page 22 

Swwfish fashion retailer up 83% 

Shares in Hermes & Mauritz rose sharply after 
the Swedish fashion retailer exceeded forecasts 
and posted a 63 per cent Jump in half-year prof- 
its to SKrlbn ($129m). H&Ws B shares surged 7 
per cent to SKr285-50, and have now risen 171 
per cent in the past year. Page 23 

Creditors put pressure on Eurotunnel 

Eurotunnel's creditor banks may push for the 
right of “substitution", which would render 
shares in the company worthless, if investors 
refuse to endorse a restructuring plan. Page 22 

Brazilian banks in battle for Batierj 

Bradesco and Banco I tad, the two largest pri- 
vate banks in Brazil, have emerged as the lead- 
ing contenders to buy Banerj. the retail h«r*if 
owned by the state of Rio de Janeiro. Page 24 

British Steel maintains dividend 

British Steel has held its dividend at lOp far the 
year in spite of a 59 per cent drop in pre-tax 
profits caused by the pound's appreciation awH a 
fall in steel prices. Page 25 

German fund manager under review 

Germany’s Commerzbank and Bayerische 
V ere ins bank will hold talks on possible changes 
in the ownership structure of Adig, the fund 
management group. Adig has total funds under 
management of DM49bn ($2a2bn). Page 22 

Thirsty Russians lift Cameflia profits 

Increased demand far tea in the farmer Soviet 
Union helped Camellia, the UK investment 
group, lift pre-tax profits by 13 per cent to 
£14. 6m (S23Rm) last year. Page 25 


Investors flock to Portugal power sale 

By Peter Wise in Lisbon ^ , . .. . i .. _ _ _ "No one could justify pricin 

Yesterday’s issue or siuues iu Country s biggest privatisation is subscribed 37 times rZSKr 
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By Peter Wise in Lisbon 

Yesterday's issue of shares in 
Electriddade de Portugal, the 
national power utility, was 
heavily oversubscribed, leav- 
ing retail and institutional 
investors with only a fraction 
of the shares they ordered. The 
country’s biggest ever privati- 
sation was subscribed 37 times 
by retail investors and 25 
tiroes by institutions. 

“Allocating the shares is 
proving painful." said a banker 
dose to the global co-ordina- 
tors. “Everyone except for a 
group of first-class institutions 
will get very little.” 

Portugal's Socialist govern- 


ment priced the initial public 
offer at Es2^50 a share, the 
maximum limit of the Esl.750- 
ES2.250 range announced ear- 
lier. The sale of 180m shares, 
representing 30 per cent of 
Electricidade de Portugal's 
(EdP) total capital, raised 
Es368bn ft&lbn) allowing for 
discounts for small savers. 

The price, which values the 
company at Esl^SObn, was 
fixed shortly after the Lisbon 
stock market closed yesterday 
at a record high for the sev- 
enth consecutive day. The 


BVL-30 index rose 3.4 per cent 
to 3,17084. 

More than 772,000 individu- 
als, about 10 per cent of the 
country's adult population, 
applied for a total of 3.6bn 
shares. They are expected to 
receive only three shares for 
every 100 they ordered. Portu- 
gal's previous biggest privati- 
sation attracted only 85,000 
retail investors. 

Institutions placed orders for 
more than 2bn shares, 35 times 
the 80m shares on offer In the 
institutional tranche. 


Analysts forecast the shares 
will make strong gains when 
they begin trading in Lisbon 
today as institutions seek to 
increase their allotments. EdP 
shares will also be traded in 
London and New York. 

The price fixing yesterday 
came amid growing debate 
over whether the government, 
acting on advice from global 
co-ordlnators ABN-Amro 
Rothschild. Goldman Sachs 
and Banco Portugugs do 
Investtmentn had set the price 
too low. 


A number of independent 
analysts estimate the real 
value of EdP at 40 per cent or 
more above the offer price and 
believe the government could 
have raised Es45bn-Es90bn 
more from the offering by pric- 
ing it higher. 

But a banker dose to the 
global co-ordinators said the 
top end of the price range bad 
been set at a discount of about 
15 per cent to Endesa, the big- 
gest Spanish electricity group. 
This was based on its forecast 
1997-98 price/eamings ratio. 


"No one could justify pricing 
an IPO of EdP at a premium to 
a comparable utility such os 

Endesa,” he said. 

The Lisbon market had also 
gained 10 per cent since the 
price range was announced on 
May 15 and had been officially 
reclassified as a developed 
rather than an emerging mar- 
ket, he said. That could justify 
increasing the price but there 
was no mechanism for chang- 
ing the range once set. 

The demand for EdP had 
also been inflated by retail 
investors and institutions who 
applied for more shares 
because they knew they would 
be allotted less. 
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PC companies 
launch rival in 
network battle 


NatWest deals another blow 
to British banking’s image 

A fter the demise of S-G. NatWest will consider outside been a rush among some Euro- Rank Corporation. Although it 
Warburg Group as an candidates to succeed Mr pean hanirg to be all thing s to seemed to be making solid 
independent bank and Owen as weD as senior insid- all men in investment bank- profits in 1993, the figures dete- 

ing, and quite frankly, we are .rioraled the following year, 
all finding the going much revealing that it had not been 


By Louise Kehoe ees' desktop computers. For 

in San Francisco example, a manager can limit 

the applications that are avail- 
Leading personal computer able on any NetPC and. if 
makers including Compaq, desired, disable the floppy disk 
Dell, International Business drive or CD-Rom on an Individ- 
Machines and Hewlett-Packard ual machine, thus preventing 
yesterday launched a class of loading of new software. Most 
Network PCs aimed at corpo- NetPCs come in "sealed box” 
rate buyers. designs to prevent users 

The product is the PC mak- adding equipment without 
ere’ answer to the competitive approval, and they can be 
challenge posed by the Net- turned on or off remotely, 
work Computer initiative led “The NetPC is a fully func- 
by Mr Larry Ellison, chairman tional PC that can be more 
and chief executive of Oracle, tightly managed." said Mr 
the leading database software Mike Aymar, vice president of 
company. Intel's desktop products group. 

Both the Network PC He estimated that the total 
(NetPC) and Network Com- ‘cost of ownership of a NetPC 
puter (NC) are part of the will be between 3 and 5 per 
industry’s efforts to contain cent lower than for a standard 
the costs of owning, manag in g PC. NetPC prices will be £200 
and maintaining corporate net- to £300 lower than those of 
works of desktop computers, standard PCs with equivalent 
According to industry esti- performance, he said, 
mates, the so-called "total cost He added, however, that the 
of ownership" - including real costs of PC networks are 
upgrading software - amounts difficult to quantify. “We don’t 
to as much as £12,000 a year know how much it costs when 
for each desktop computer. an office weaker messes up his 
The NC is essentially a ter- PC by adding his favourite 
urinal that relies on central screen saver, or game, or try- 
computers known as servers, ing to add more memory." 

In contrast, NetPCs hold their Industry analysts expect 
own software and data. many NetPC features will 

Unlike the NC, which breaks eventually be standard in PCs 
with existing PC standards, designed for corporate buyers, 
such as Microsoft’s Windows In the meantime. PC makers 
operating system, the NetPC is will use the NetPC to counter 
compatible with standard PCs the challenge of the NC, which 
and PC networks. It also con- is being promoted heavily by 
tains features which make it Oracle and Sun Microsystems, 
easier for companies to man- Intel, which provides micro- 
age networks erf PCs. processors for both, makes no 

NetPCs incorporate software bones about picking sides. “We 
giving network managers believe the Net PC is the better 
greater control over employ- solution, ” said Mr Aymar. 


A fter the demise of S-G. 
Warburg Group as an 
independent bank and 
the collapse of Barings two 
years ago. the .reputation of 
British investment bankers’ 
management ability fell 
sharply. Mr Martin Owen’s res- 
ignation as h ead of investment 
banking at National Westmin- 
ster Bank yesterday dealt it a 
further blow. 

Mr Derek Wanless. Nat- 
West’s chief executive, who 
has taken over Mr Owen’s job 
temporarily, did little to tem- 
per the blow with his com- 
ments. NatWest’s recent 
appointment of American 
investment bankers to senior 
positions had brought “a very 
different degree of profession- 
alism". be said. 

Mr Tom Whelan, head of 
equities at NatWest Markets, 
the investment banking arm of 
the high street bank, Mr Chip 
Kruger and Mr Gary Holloway, 
co-heads of fixed income, and 
Mr Stefan Harris, head of trea- 
sury, will now have that pro- 
fessionalism severely tested. 
They must rally a business 
that has proved less profitable 
than NatWest believed. 

NatWest formed NatWest 
Markets in 1992 out of the 
re mains of County NatWest, 
the merchant hank involved in 
the Blue Arrow affair, its trea- 
sury operations and its stock- 
broking arm. formerly Wood 
McKenzie. It had appeared to 
be making steady progress. 

However, an upset over 
options mispricing in March 
destabilised the operation and 
Mr Wanless is back at the 
helm for ah unspecified period. 


NatWest will consider outside 
candidates to succeed Mr 
Owen as weD as senior insid- 
ers, such as Mr Peter Hall, the 
investment bank’s president 
and chief operating officer. 

Senior managers of the par- 
ent bank will now face ques- 
tions. Mr Wanless has over- 
seen the strategy of 
reinvesting capital gained 
from selling NatWest’s US 
retail bank into investment 
banking, ft was also a strategy 
approved by Lord Alexander, 
the bank's full-time chairman, 
and the rest of the board. 

T here is uncertainty over 
NatWest Markets’ entire 
strategy. While it has 
presented itself until now as a 
candidate to become one of the 
world’s leading investment 
banks, Mr Wanless said that 
all its operations were under 
review. It wanted to compete 
globally only in the operations 
where that made sense. 

Mr Wanless played down 
suggestions that NatWest was 
making a wholesale retreat 
from its earlier ambitions, the 
bank appears to be edging 
towards taking tough deci- 
sions. Some managers believe 
its eurobond operations may 
have to be shut down or cur- ' 
tailed sharply. 

“There is no question of a 
U-tura or a retreat We are just 
saying that, we have got to a 
certain stage, and we have got 
an opportunity to look around 
and review progress,” Mr Wan- 
less said. 

Other senior managers in 
NatWest say they do not have 
much alternative. “There has 


tougher than we thought It 
would be,” said one manager. 

The problems at NatWest 
Markets have emerged after a 
period of rapid growth. It has 
grown by using most of the 
$&-5bn that it gained from the 
sale of NatWest Bancorp into 
buying several niche busi- 
nesses. These include Gart- 
more, the UK fund manager, 
and Greenwich Capital, a US 
bond trading house. 

Some rivals argue that this 
strategy was inherently hard 
to pull off. 

"Buying boutiques like that 
places a big premium on your 
ability to integrate the busi- 
nesses and getting them to 
work as a coherent whole. It is 
like running a conglomerate 
otherwise." said one senior 
director at a rivaL 

It certainly required the 
senior management to have a 
high degree of skilL Inside 
NatWest, Mr Owen is seen to 
have been good at identifying 
the potential of acquisitions 
and selling thtc to the board. 
However, he is criticised for 
flailing to exert tough enough 
controls and discipline. 

One senior director at 
another bank said the upset 
over the mispricing of interest 
rate options that eventually 
led to Mr Owen's departure 
appeared symptomatic. 

The problems are reminis- 
cent of those at Warburg three 
years ago which eventually led 
to its acquisition by Swiss 


tightly enough manag wri- 

One investment banker said 
that British investment bank- 
ers have tended to lack the 
analytical skills and focus 
prevalent at US rivals. 

NatWest's immediate prob- 
lem Is to stem discontent 
among its shareholders. 

“ft is normal in cases such 
as these for the buck to stop 
with the chief executive of the 
company, rather than just a 
divisional manager,” said one 
investor. 

John Gapper and 
William Lewis 


puter (NC) are part of the 
industry’s efforts to contain 
the COStS Of Owning, manag in g 
and maintaining corporate net- 
works of desktop computers. 
According to industry esti- 
mates, the so-called “total cost 
of ownership” - • including 
upgrading software - amounts 
to as much as £12,000 a year 
for each desktop computer. 

The NC is essentially a ter- 
minal that relies on central 
computers known as servers. 
In contrast, NetPCs hold their 
own software and data. 

Unlike the NC, which breaks 
with existing PC standards, 
such as Microsoft’s Windows 
operating system, the NetPC is 
compatible with standard PCs 
and PC networks. It also con- 
tains features which make it 
easier for companies to man- 
age networks of PCs. 

NetPCs incorporate software 
giving network managers 
greater control over employ- 


Barclays announces link-up 
with Japanese bank Takugin 



GALLAHER^GROUP Pic 


By GOEan Tett in Tokyo 

Barclays, the UK bank, 
yesterday announced it was 
negotiating a strategic alli- 
ance with Hokkaido Taku- 
shoku, the large Japanese 
hank also known as Takugin, 
to develop joint asset manage- 
ment and investment banking 
services in Japan. 

The move highlights 
attempts by foreign fi nancial 
groups to expand into the Jap- 
anese market ahead of the 
planned financial deregulation 
known as “Big Bang”. 

Late last week the Japanese 
government unveiled a pro- 
posed timetable for Big Bang, 
which could trigger signifi- 
cant reform in the country as 
early as next year. 

Barclays yesterday acknowl- 
edged that Big Bang had been 
a crucial factor behind Its 
piannwi alliance with Hok-. 

lrniitn Takusbokn. 

The bank is the largest 
lender in the northern Japa- 


nese island of Hokkaido and 
has been plagued with severe 
financial problems in recent 
years, including Y933bn ' 
(£8J8bn) of property-related 
bad debts. 

Mr Andy Sumnonds, chief 
executive of the Barclays 
group in Tokyo, said: “From 
Barclays’- perspective Big 
Bang is gotaig to lead to a lot 
of new opportunities and so 
.the chance to work with a 
domestically orientated group 
(hi Japan) is welcome." 

Barclays and Takugin yes- 
terday said they had no plans 
for cross-shareholding, since 
the alliance would not be an 
exclusive one, adding that 
details of the collaboration 
would he discussed in the 
coming weeks. 

Analysts suggested that 
Takngin’s recent financial 
problems may have prompted 
the alliance. 

One said: "The healthiest 
Japanese h*nks thfttk they can 
develop the market on their 


own - they don't think they 
need the foreigners.” 

A number of other foreign 
financial institutions are also 
seeking closer ties with Japa- 
nese partners in order to offer 
the sophisticated financial 
products that Japan currently 
lacks to the country’s vast 
pool of savers and companies. 

Putnam Investments, a big 
US fund manager, and Nippon 
Life, Japan's largest life 
insurer, announced a strategic 
pension funds alliance last 
month. Nippon Credit Bank, 
the ailing long term credit 
bank, and the US group Bank- 
ers Trust have also announced 
a strategic alliance and plan a 
token cross-sha reholding . 

As Elizabeth Daniels, finan- 
cial analyst at Morgan Stanley 
in Tokyo says: "What the Jap- 
anese companies can offer is 
distribution ability and what 
the foreign ones have is prod- 
uct skills - it’s a question of 
teaming up product skills 
with the investor base.” 
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NZ group emerges as Burns investor 


By Nffldd Tait in Sydney 
and Terry HaH in Wellington 


Mr Graeme Hart, the New 
Zealand-based businessman, yester- 
day emerged as the mystery buyer 
of a 14^ per cent stake in Austra- 
lia's Bums Philp, the troubled food 
Ingredients group. 

The stake was snapped up for 
AS2.50 a share - or Just under 
A$20Qm (US$150m) in total - in an 
after-hours raid last Thursday. 

Mr Hart said his privately-owned 
Rank Group Intended to be a 
“long-term investor" In Bums 
Philp. The New Zealander met Mr 
Ian Clack, Bums' outgoing manag- 


ing director, in Sydney yesterday - 
a meeting which Ran k sa id later 
was “amicable and constructive". 

The discussions covered “a range 
of issues, including Bums Phflp’s 
current objectives, with which the 
Rank Group identifies". Rank 
added. 

Mr Clack said Bums “welcomes 
Mr Hart's presence an our share 
register and his demonstration of 
confidence in our .long-term strat- 
egy for the company", and that 
Rank endorsed Bums’ plan to 
divest its non-yeast operations. 
Board representation for Rank was 
discussed, but was “not an Immedi- 
ate priority for eit he r party". 


Mr Hart got his first big business 
break almost a decade ago. when 
he bought the former Government 
P rinting Office In New Taaland for 
NZeam, turning it into a company 
that at one stage was valued at 
NZ$800m (USS552m). 

Hie bought a string of publishers 
and booksellers, including a con- 
trolling interest in Whitcoull’s, the 
New Zealand bookseller and statio- 
nery group . 

Mr Hart sold Whitcoufi’s to the 
US-owned Blue Star group for 
NZ*320m last year. “You can be 
sure I have not cashed op to put 
my money in the bank,” he said at 
the time. 


Mr Hart last appeared on the 
Australian corporate scene in 1994, 
when he joined with Coles Myer, 
Australia's largest retailer, to 
mount a AgSOlm hid for Foodland 
Associated, the Western Australian 
grocery business. However, the 
deal encountered regulatory prob- 
lems. 

Mr Hart, once described as New 
Zealand’s wealthiest man, bought 
bis stake In Bums at a significant 
premium to the previous dosing 
price of AJ2.03. Yesterday the 
shares dosed down almost. 4 cents, 
at A3&39. 

Bums has experienced difficul- 
ties in recent years, as it tried to 


JAL tries to set course for tumround 


The Japanese carrier is struggling to return to profit in an increasingly competitive market 


A tranquil atmosphere 
pervades the new 
head office building 
of Japan Airlines (JAL), near 
Tokyo Bay. But the calm 
that emanates from the 
white corridors and casually 
placed works of art belies 
the difficulties the company 
faces as it struggles to 
return to profitability in an 

increasingly competitive 
market environment 
Last month JAL unveiled 
a pre-tax loss of Yl6-9bn 
($i73m) and a net loss of 
Y9.2bn for the year to 
March. 

The losses, which came in 
spite of a growing Japanese 
market for air travel and a 7 
per cent increase in JAL’s 
revenues to Yl.lS5.3bn, fol- 
low years of poor profitabil- 
ity and forced JAL to pass 
its dividend for the sixth 
consecutive year. 

The airline was quickly 
punished for its disappoint- 
ing performance, with a 
downgrading early this 
month from Moody's, the 
international credit rating 
agency, which warned that 
the company’s poor cost 
structure was likely to con- 
tinue to obstruct future prof- 
itability. 

There is growing concern 
among investors that 
deregulation in the Japanese 
market, and further pressure 
from foreign carriers in the 
international market, mean 
that unless JAL can quicken 
the pace of its restructuring, 
the company may miss its 
chance to turn itself round. 

However, Mr Akira Kondo, 
JAL president, appears 
unfazed. The carrier has a 
programme to expand its 


domestic network, cut costs 
and. return to profitability, 
lie points out. 

“The international market 
has become very difficult," 
Mr Kondo acknowledges. 
But the company has a strat- 
egy to support its interna- 
tional business by increasing 
routes in the fast-expanding 
Asian market, where the 
higher ratio of business trav- 
ellers offers more attractive 
yields. 

At the same time, JAL 
hopes to counter the compet- 
itive situation in the interna- 
tional market by strengthen- 
ing its domestic operations. 
It hopes to expand its share 
of the domestic market from 
25 per cent to 30 per cent 

JAL is taking steps to 
boost its domestic 
operations. A recently-intro- 
duced frequent-flyer scheme, 
and raffles in which passen- 
gers can win the wildly- 
popular “tamogotchi” virtual 
pet, have helped to improve 
loads. In March, domestic 
traffic went up 15-5 per cent 
year-on-year, the first time 
in two years that. JAL had 
seen double-digit domestic 
growth. That firm perfor- 
mance was followed by a 13.1 
per cent increase in ApriL 

"However, many analysts 
foal that JAL is being over- 
optimistic in its predictions 
for Asian routes in the Inter- 
national market and 
enhan ced domestic services. 

In the international mar- 
ket, the Asian routes that 
JAL is eyeing are also the 
target of rival foreign carri- 
ers. US airlines, in particu- 
lar, are intent on using their 
rights, enshrined in the 1952 
US-Japan aviation agree- 
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ment, to fly to Japan and 
from there to a third destina- 
tion, mainly in the booming 
Asian market 


A t the same time, as a 
result of the 
increased capacity at 
Tokyo's Narita airport, unit 
prices will fall again, putting 
further pressure on JAL’s 
profitability, notes Mr Paul 
Smith, analyst at HSBC 
James Capel. “Unit prices 
are probably going to come 
down about 10 per cent” he 


says. For that reason, Mr 
Smith believes JAL has until 
2000 to turn its business 
around. 

JAL's plans to boost reve- 
nues fr o m the domestic mar- 
ket the third largest in the 
world after the US and Rus- 
sia, also face obstacles. 

Having started with fewer 
routes'. JAL is at a disadvan- 
tage to the largest domestic 
carrier. All Nippon Airways, 
which has 50 per cent of the 
domestic market 

Additionally, the lack of 


slots at heavily-used airports 

- particularly at Haneda in 
Tokyo, and Itami in Osaka, 
which account for 80 per 
cent of the domestic market 

- has severely restricted 
JAL’s ability to boost domes- 
tic revenues, Mr Kondo 
notes. 

The emergence of new air- 
lines in the domestic market 
and the transport ministry's 
stated objective of eucourag- 
ihg competition, make it 
unlikely that JAL will get as 
many new slots as it wants. 


In a recent allocation of 
new slots at Haneda. JAL 
received just 12, although it 
bad applied for 26. 

Against this backg round, 
the most pressing objective 
for JAL is to reduce its costs 
further and tester. 

Costs are on the increase 
as JAL invests in aircraft to 
meet capacity «pmrinn at 
Narita. There are also con- 
cerns that debt will soar in 
the near term, which will 
put further pressure on prof- 
its if interest rates rise, says 
Mr Laurent Del Grande, 
industry analyst at Dresdner 
Kteinwart Benson. 

JAL points oat that steps 
are being taken under the 
restructuring. The new air- 
craft will enable more effi- 
cient use of carriers and 
higher load factors. 

Costs at Japan Air Char- 
ter. a subsidiary which 
employs foreign staff, are 
two-thirds lower than those 
of the parent company. 
Another subsidiary is being 
set up to cut domestic costs. 
JAL itself Is on course to 
reduce its workforce by 5.000 
to 17.000 by the end of this 
fiscal year. 

JAL is also considering 
future strategic alliances 
with foreign earners. This is 
essential for airlines to sur- 
vive both in terms of mar- 
keting and costs, says Mr 
Kondo. 

In the short term, how- 
ever, investors will be won- 
dering how much longer it 
will take the company to 
resume dividend payments. 


Micbiyo 

Nakamoto 


Boral to float off natural gas distribution arm 


By Nikki Tatt 


Boral, the Australian 
building materials and 
energy group, is to float off 
its natural gas distribution 
assets via a new company to 
be called Envestra. 

It expects proceeds from 
the sale to exceed A$850m 
(USS839m), which it Intends 
to use to cut debt 

Boral, which plans to take 
a 19.9 per cent stake in 


Envestra, will give its share- 
holders p rio r ity allocation in 
the float It hopes to release 
a prospectus for the new 
company in mid-July, with 
the transaction being under- 
written by Macquarie Bank 
and SBC Warburg Australia. 

Boral substantially 
increased its exposure to 
Australia's gas market in 
1993. when it bought the 
Adelaide-based Sagasco util- 
ity for about A$800m- 


It has been forced to find a 
way of segregating its natu- 
ral gas transportation and 
retailing assets as a result cd 
the national “competition 
policy" reforms. 

These require Boral to pro- 
vide “open access” to its gas 
reticulation network and to 
stop its own operations bene- 
fiting from inside knowledge 
or favoured treatment Last 
month, the company 
announced it was reviewing 


the business and examining 
how it might “ring-fence" 
the reticulation assets. A flo- 
tation was one of the options 
mooted. 

Under the current plan, 
Boral would continue to 
operate the Envestra assets, 
under a management con- 
tract which would be subject 
to regular benchmarking 
reviews. 

Boral said it was “not 
clear” how many people 


Envestra might employ, but 
the figure is likely to be 

small. 

On a pro forma basis, 
Boral said Envestra would 
have posted profits before 
interest and tax of A$39m in 
the current financial year. 
The company’s extensive 
reticulation systems in 
Queensland and South Aus- 
tralia supply gas to about 
380.000 customers. 

Boral's energy division. 


however, is more broadly 
based, comprising both 
upstream and downstream 
assets as well as liquefied 
petroleum gas distribution 
in Australasia and the 
Pacific. Sales in 1995-96 were 
A$818m and profits before 
interest and tax were 
AJ143m. 

Both Standard & Poor’s 
and Moody’s confirmed Bor- 
al ’s debt ratings after the 
announcement. 
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Paribas denies it 


seeks control of 
Securities One 


By Ted Bantacke 
m Bangkok and 
Andrew Jack in Paris 


on Wednesday, September 24 


For further Information, please contact: 
Lindsay Sheppard 
Tel: +44 171873 3225 


or your usual Financial Times representative 


Securities One, the leading 
Thai stockbroker, yesterday 
claimed Paribas, the French 
investment bank, was in dis- 
cussions about taking a con- 
trolling stake in the com- 
pany. 

However, Paribas in Paris 
last night denied it was 
Interested in increasing its 
stake. It said: “There is no 
project of this type under 
discussion." 

Paribas has been picking 
up some pieces of the col- 
lapsing financial empire of 
Finance One, which was 
once Thailand’s largest 
finance company and which 
owns 21.6 per cent of Securi- 
ties One Paribas is thought 
to have a 6J per cent stake 
in Finance One. 

Last week, it finalised the 
deal for taking control of 
Asia Equities, as part of a 
strategy over recent months 
of building up its presence in 
the region. 

Mr Chumpol Phomprapha, 
chairman of Securities One, 
said Paribas had proposed 
buying up to 49 per cent of 
the Thai company, the maxi- 
mum allowed under Thai 
law. He said pricing had not 
been discussed, nor whether 
the stake would be pur- 
chased partly from Finance 
One, or through a tender 
offer on the open market. 

It is not known whether 


Paribas reduced its stake in 
Finance One when shares of 
the cash-strapped company 
resumed trading in May. The 
shares had been suspended 
for three months while 
Finance One tried to negoti- 
ate a merger with Thai Dami 
Bank, a small commercial 
bank. That deal was eventu- 
ally called off and shares in 
Finance One have fallen 77 
per cent since then. 

Thailand's central bank is 
poised to become the largest 
shareholder in Finance One 
later this month, via a subs- 
cription to a mandatory 
rights issue. Finance One 
executives have said that 
they plan to sell off many 
poorly performing assets in 
an attempt to rescue the 
company. 

A number of Thai brokers, 
caught in an industry where 
profits declined 11 per cent 
last year, have taken on for- 
eign partners, who see the 
fall in their share prices as 
an opportunity to gain 
access to a stock market seat 
and other trading infrastruc- 
ture in Thailand. 

Analysts said Paribas was 
likely to have the first oppor- 
tunity to buy any of Finance 
One’s affiliates, because it 
has been privy to the details 
of operating performance via 
its representation on the 
Finance One board. 

Paribas already bag bank- 
ing operations in Hong 
Kong, Singapore and a num- 
ber of other Asian countries. 



turn itself from a diversified indus- 
trial and distribution group into a 
specialist food ingredients busi- 
ness. A series of acquisitions failed 
to pay off, and the company 
became embroiled in a price - war 
with McCormick, the US spices 
group. 

The company said last month 
that it intended to sell its North 
American and European consumer 
qpice and industrial food service 
operations, which made a loss of 
A$3L7m in the first nine months of 

1996-07. 

It would focus instead on Its prof- 
itable yeast business, which had 
sales of about A$L2bn. in 1996. 
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“ fifr Lopez, president of Sky Vision, said he 
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Sky Vision’s planned move may encounter difflcidties 
mSer current regulations. It also poses a challenge to the 
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Se country into different service areas which are then 
bid for and assigned to different telecoms groups. 

**We won't proceed if we’re not sure the rules will allow 
us to do this." said Mr Manuel Lopez, director for 
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BHP assigns Vietnam oil stake 


BHP. the Australian resources group, has formally 
assigned its 43.75 per cent equity interest m Vietnam s 
Dai Hung oil field to Petronas. the Malaysian state-run oil 
group. The deal was finalised four months ago and will be 
effective from December l last year. However, formal 
ratification of the transfer by the Vietnamese government 
is requited, and this is "expected shortly . 

The Dai Hung field was once thought to have 
recoverable reserves of around 700m barrels, but this was 
revised to perhaps 100m barrels and I20bn cubic feet of 
gas. BHP took a A$l51m (US$113.5m) writeoff for the 
residual value of its investment in the field last year, after 
failing to win approval from the Vietnamese authorities 
for a change in the taxation arrangements governing the 

PX pefronas already holds a 20 per cent interest in the Dai 
Hung project. Nikki TaiL Sydney 


Tamagotchi released on PC 


Tamagotchi, the digital chicken which has become 
Japanese toy industry’s latest marketing success, was 
yesterday released on personal computer. 

Bandai, the toymaker which invented the original 
Tamagotchi, has produced a Japanese-only CD-Rom 
version for use with Windows 95. to be followed next 
month by a Macintosh equivalent Bandai is developing 
an English version, hut has yet to decide a date for 
i export As in the original pocket game, the player hatches 
an egg on screen and then has to care for the thick, using 
buttons to feed, clean, discipline and play with it. Since 
its launch late last year, Tamagotchi has so ter exceeded 
Bandai' s expectations that the company has been unable 
to keep up with demand. 

• The computer version is more expensive, at Y2J500, than 
the original plastic egg, which officially retails at just 
under Y2.000. On the black market it fetches many times 
the recommended price. For the slightly higher price, the 
computer Tamagotchi comes in colour, can be given a 
name and can be ted automatically while its owner is 
away from the screen. William Dawkins. Tokyo 


Westmont in power plant deal 


Westmont, the Malaysian group, has signed an agreement 
with the government of Bangladesh to set up a 
barge-mounted power plant in the country on a build, 
own and operate basis at the cost of about USJlOOm. 

Westmont is the latest of a number of international 
companies, inducting Enron, the US group, to sign almost 
Id e n t ic al agreements in the past three weeks to set up a 
total of four barge-mounted power plants of 10QMW 
capacity each. The deal brings to 5500m the total direct 
investment by the companies in Bangladesh's power 
sector. 

Westmont will sell electricity to the government for a 
period of 15 years at the Initial rate of five cents per 
kilow att-hour - a rate which is expected to be lowered 
further in 1999, when the plant will begin to use gas as 
fueL Negotiations with the power companies started only 
in April after the government was propelled into action 
by a power shortage crisis which had led to frequent 
power cuts throughout the country. 

Next month, negotiations are expected to begin with a 
nu mb er of international companies for three fixed power 
plants of 300MW capacity each, Japan’s Marubeni, Asea 
Brown Boveri, the Swiss-Swedish group, and Midland 
Power of the UK are among the companies ^hort -listed for 
negotiations. Hyundai, the Japanese group, is also 
understood to have made an unsolicited proposal for a 
300MW power plant Kasra Nqji. Dhaka 


Air NZ sells catering uni t 

Air New Zealand has sold its in-flight catering business to 
US-based SC International Services. SCtS is the world’s 
largest in-flight caterer, operating thro ugh two 
subsidiaries. Sky Chefe and Caterair International. Air 
New Zealand announced last week it would make 396 staff 
redundant from its catering operations, pending 
conclusion of the sale. The companies did not reveal 
details of the sale. AP-DJ, Wellington 


Nan Shan deal signals upturn 


Nan Shan Life, Taiwan's second-biggest insurance 
concern and an affiliate of AIG, the US Insurer, yesterday 
tought a parcel of land at a price well above expectations, 
s i g nall ing a recovery in Taiwan’s property market 
Ta iwan ’s finance ministry auctioned the 42j>52 sq ft plot 
of government land in Taipei’s Hsinyi commercial 
district the largest plot of land to be sold by the 
government In a decade. Competing against seven other 
Udders. Nan Shan’s winning bid was T$2.72bn 
(USS97^m). 40 per cent higher than the government’s 
base price. ! 

Taiwan’s property market has been in a slump since 
peaking in 1989. Recent strong economic indicators and 
rising land sales indicate the market may have begun a 
gradual recovery, analysts say. Laura Tyson, Taipei 


Losses grow at Thai builder 


Christian! and Nielsen, the Thai construction group, said 
j its first-quarter earnings were depressed by the current 
economic slowdown. Its quarterly loss rose f ro m Bti72m a 
year ago to Bt 23 Lm (S9m). “The downward trend resulted 
in fewer new construction projects than expected for the 
company. Meanwhile, the economic downturn Is causing 
a major halt in construction spending in both the public 
and private sectors," it said. AFX-Asia, Bangkok 
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China group seeks HK$2.27bn 


Beijing Yanhua Petrochemical is seeking up to HK$2JJ7bn 
(US$293m) through an issue of H -shares, the name given 
to the stock of China enterprises listed on the Hong Kong 
stock exchange. 

The company, whose products include resins and 
plastics, basic organic chemicals and synthetic rubber, is 
offering LOibn H-shares at a price range of between 
HK$L68 and HK$2L25. The global sale represents 30 per 
cent of the company ’s enlarged share capital. China 
petrochemical companies already listed in Hong Kong, 
iwinriing Shanghai Petrochemical and Jilin Che mica l, 
have not always Inspired shareholders with their profits 
performance and weaker sentiment on the sector is likely 
to cloud Yanhua’s take-up prospects, analysts said. 

Louise Lucas, Hang Kong 
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THE GERMAN PFANDBRIEF 


Progress Report for Investors 


Adding liquidity to Europe's biggest bond market 


Mortgage banks set new standards in 1996 


Hli I 




Jumbo Pfandbrief market surging 
ahead at home and abroad 


Strong progress 
across the board 
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jffistorieally, issuers of Pfandbriefe 
have benefited from a highly receptive 
local market, with German institu- 
tional and retail investors both familiar 
and comfortable with an investment 
product which has always combined the 
pinnacle of security with a healthy 
yield pick-up over the main alternative 
in the domestic market, the German 
government bond -Bund - sector, 

Over the course of the last five 
years, however, Pfandbrief issuers 
have increasingly come to recognize 
that they will ultimately be able to 
reduce their borrowing costs by 
cultivating a more diversified investor 
base beyond Germany's borders. In 
tandem, they have also recognized that 
if global institutional investors are to 
be attracted to the Pfandbrief market 
over the long term, enhanced liquidity 
would need to be injected into a sector 
which has traditionally been the 
domain oflocal buy-and-hold investors. 

A giant leap in innovation 

In May 1995, the launch of Germany's ] 

first so-called “Jumbo" Pfandbrief. j 

Jumbo Pfandbrief Issuers 

As of March 31, 1997 


1. DePfa-Bank 

2. Hypothekenbank fn Essen 

3. Ailgemelne Hypothekenbank 

4. Rheteteche Hypothekenbank 

5. Deutsche Hypothekenbank Frankfort 

6. Frankfurter ffypoHwkanbaak CantraUx 

7. Wurttembefgteche Hypotho ken bank 

8. Wastfallsche Hypothekenbank 

9. Westdeutscbe Landesbank 

10. Bayeriscbe Veretasbank 

11. D6 Hyp 

12. BerTin^iamKwerscbeHypottoekenba^ 

13. Landesbank Sacbsen 

14. Hypo-Bank 

15. Norddeutsdie Landesbank 

IB. Bayeriscbe Landesbank 

17. Nnmberger Hypothekenbank 

18. Hypothekanbank in Hamburg 

19. Deutsche Hypothekenbank Hannover 

20. Bayerischo Handelsbank 

23. Soddeutache Bodencrafitbaok 

Total Jumbo Pfandbrief Market ■ 

issue of DM 1 bOb'on took place. This 
compared with standard issue sizes in 
the traditional market of between 
DM 50 and DM 300 million which were 
considered too small to be of genuine 
interest to international institutions - 
which was the main reason explaining 
why historically international inves- 
tors accounted for ownership of only 
around 10# of the Pfandbrief market, 
compared to well over 40% of Bunds. 

The launch of the first Jumbo 
opened the floodgates for a cascade of 
other similar issues, many of which 
have been much larger than DM 1 
billion. On September 16, 1996 an 
important milestone was passed when 
the Jumbo market broke through the 
DM 100 billion mark much earlier than 
most analysts had expected, and by the 
end of 1996 the total outstanding 
volume had reached DM 121.7 billion. 
Over the first quarter of 1997 the 

market has not paused for breath, with 

a farther DM2S.6 billion issued be- 
tween January and March, lifting the 
total outstanding volume to over 
DM 150 billion. Conservative analysts 
expect further substantial rises over 
the remainder of the year, with the 
Association of German Mortgage 


Banks expecting the size of the sector 
to surpass DM 230 billion by the end of 
1997. 

Aside from the spectacular increase 
in volume in the Jumbo Pfandbrief 
sector in 1996. a number of other key 
developments also contributed to the 
growing maturity and sophistication of 
the sector. One of these was the draw- 
ing up of a paper for all issuers clearly 
stipulating the definition of a Jumbo 
Pfandbrief and adding a number of 
recommendations to Pfandbrief issuers 
aimed at further harmonization of the 
sector. This paper determined that in 
order to qualify for Jumbo status an 
issue must be worth at least DM 1 
billion at launch, although smaller 
volumes fat least DM 250 million) are per- 
missible for re-openings. Additionally, 
only straight Pfandbriefe - carrying a 
fixed coupon payable annually in arrears 
and with a bullet redemption may be 
sold as Jumbo Pfandbriefe. Third, to 
enhance most important, in terms of 
liquidity, issuers of Jumbo Pfandbriefe 
must secure at least three market 
makers to quote two-way prices for the 
issue during usual trading hours. 
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The six recommendations drawn 
up at the same time for Jumbo Pfand- 
brief issuers are mainly technical 
guidelines aimed at bolstering and 
maintaining liquidity in the sector. The 
sixth recommendation, however, is 


The German Bond Market 

Year-end 1996 


Market Share of Pfandbriefe 
in Circulation 


Pfandbriefe 


DM 4.0 TRILLION 

that an issuer should take measures to 
facilitate the international placement 
of Jumbo Pfandbriefe. Several issuers 
of Jumbos have secured investment 
grade ratings for their paper assigned 
by internationally recognized rating 
agencies, without which a - number of ■ 
institutions outside Germany -particu- 
larly in the US - would be technically 
prohibited from buying their Pfand- 
briefe. 

The result has been a change in the 
attitudes of Pfandbrief issuers towards 
ratings. At the end of 1995 only two 
issuers had ratings for their Pfand- 
briefe. By the end of 1 996 this total had 
increased to eight, with 48.7# of all 
outstanding Jumbo Pfandbriefe as- 
signed with investment ratings. 

Taking the Pfandbrief abroad 

The rapid evolution of the Jumbo 
market has led to a dramatic increase 
in foreign participation at the primary 
leveL In 1996, for the first time, a 
number of Public Pfandbrief issues 
were tailored specifically to inter- 
national demand. In January, DePfa- 
Bank made significant headway in 
furthering international participation 
in the market when it launched -the 
first-ever global Pfandbrief with a 
DM 2 billion seven-year bond. The 
reception to this issue was so strong 
that DePfa returned to the market a 


week later with a DM 1.5 billion five- 
year issue. 

After Rheinische Hypothekenbank 
had issued a DM 2 billion global in 
June, DePfa launched the first-ever 
Euro-Asian Pfandbrief, with a DM 1 
billion five-year issue listed on the 
Singapore Stock Exchange, These ini- 
tiatives have led to a dramatic increase- 
in the share of Pfandbriefe held by 
n on -German investors, with estimates 
published early in 1997 suggesting 
that international accounts now hold 
up tD 25# of all outstanding Jumbo 
Pfandbriefe, and this percentage has 
been rising considerably as the sector 
grows. 

Not to be overlooked is the prom- 
ising future for the German Pfandbrief 
in the context of the planned 
European Monetary Union. Across 
Europe, recognition of the Pfandbrief 
as an attractive fixed-income invest- 
ment is growing steadily and inno- 
vative steps to accelerate this process 
are being taken: for example. Frank- 
furter Hypothekenbank Centralboden 
recently launched a French franc- 
denominated Pfandbrief issue totaling 
FF2 billion. 

While the development and rapid 
expansion and internationalization of 
the Jumbo Pfandbrief market has 
dominated most international media 
coverage of the sector-, it is important 
not to overlook the significance of the 
so-called “traditional” Pfandbrief 
issues in circulation. This traditional 
sector still accounts for some DM1.3 
trillion and is made up of almost 16.000 
issues. Many investors - especially 
those who intend to hold their paper 
until maturity - continue to have a 
preference for such Pfandbriefe which 
offer a higher yield pick-up over 
government bonds than the new Jum- 
bos. Depending on the maturity of the 
issue concerned, this pick-up can be as 
high as 50 basis points over Bunds, 
whereas in the Jumbo sector yield 
pick-ups have been closer to 15 basis 
points over the Government curve. 

Investors can plot the performance 
of both the traditional and the new 
Jumbo Pfandbriefe through the range 
of tracking indices which have been 
established over the last two years. 


High Asset Quality of the 
German Pfandbrief 


One of the principal attractions of the 
German Pfandbrief is the deeply 
embedded security which backs the 
asset and the critical differences be- 
tween Pfandbriefe and the mortgage- 
backed securities which are familiar to 
investors in, say, the US. As a research 
document published recently by 
Salomon Brothers rightly points out, 
“there are more differences than simi- 
larities between these instruments." 

The most important of these dif- 
ferences is in the Pfandbrief market: 
no bond is ever secured against any 
individual loan per se. Instead, the 
collateral backing the Pfandbriefe is a 
large and separately registered pool of 
loans. These can either take the form of 
loans to the public sector, in the case of 
Public Pfandbriefe - which are backed 
by the tax-raising power of the 


government - or first mortgages on 
residential or commercial properties, 
in the case of Mortgage Pfandbriefe. A 
further in-built security mechanism 
which distinguishes Pfandbriefe from 
mortgage-backed bonds in other mar- 
kets is that no mortgage eligible as col- 
lateral is everallowed to exceed 60# of 
its prudently assessed lending value. 

Unsurpassed safety record 

In this context, the Association of 
German Mortgage Banks has created 
Hyp Zert GmbH to meet the newly 
established European norm{EN 45013} 
for certifying the expertise of appraisers. 
The quality of the certification pro- 
cedure of Hyp Zert GmbH has also 
been acknowledged by the London- 
based Royal Institution of Chartered 
Surveyors. 


The strictness of the legal frame- 
work which governs the Pfandbrief 
market aside, however, the clearest 
evidence of the rock-solid creditworthi- 
ness of the instrument is that Germany 
has not seen a single non-performing 
Pfandbrief since the introduction of the 
Mortgage Bank Act of 1900. 

In addition to the legally enforced 
security mechanisms which protect 
holders of German Mortgage Pfand- 
briefe, the structure and track record 
of the German property market offer 
additional comfort to investors. The 
structure of the market is unusual in 
comparison to most other European real 
estate sectors, because it is highly de- 
centralized, meaning that a downturn 
in the market in one region does not 
automatically presage a similar fell in 
others. 


In lliflfi, Germany's* mortgage hanks 
enjoyed .'mother strong year, estab- 
lishing a new record fur the volume of 
new commitments made during the 
year. In total, these commitments 
expanded from DM 247.9 billion to 
DM 279.7 billion, an increase of 
To put this total into perspective, it was 
more than four times the size of the 
volume of new commitments made in 
1987. 

Progress during 1996 was made 
across the board, with new commit- 
meats for public-sector lending 
growing by li8*5 to DM 1SJ.7 billion, 
and advances for mortgage loans 
expanding by 145 to DM % billion. Nor 
was the expansion limited purely to 
the German market. With European 
financial and monetary integration 
drawing nearer, and with German 


365 of total new issuance volume, with 
the balance of DM ft! billion <85 of the 
total) contributed by Mortgage Pfand- 
briefe. 

Sales of Pfandbriefe have con- 
tinued to pnst healthy levels <»f growth 
this year, with total issuance volume in 
the first quarter nf 1997 of just under 
DM 80 billion. Issues of Public Pfand- 
briefe continued to account fur the 
lion's share - 759 - of this totaL 

This robust level of issuance in the 
primrny market bus helped the Pfand- 
brief to consolidate its position not 
just us the largest component of the 
German bond market but also as the 
largest individual bond market in 
Europe. At the end of 1996, outstand- 
ing Pfandbriefe totalled DM 1.431 
billion, compared with a total at the 
end of 1995 of DM 1,258 billion. 


Germany’s Mortgage Banks in Perspective 


Year-end 1996 


Total 
Germany 
DM billion 


Domestic bonds outstanding 3,503.4 
Domestic bank bonds outstanding 2,196.1 
Pfandbriefe outstanding 1,430.9 

Residential property 1,433.7 

Commercial real estate 340.1 

Federal, state, municipal governments 831,3 


Mortgage Market 

Banks Share 

DM billion % 


3,503.4 

951.6 

27.2 

2,196.1 

951.6 

43.3 

1,430.9 

872.2 

61.0 

1,433.7 

331.4 

23.1 

340.1 

179.6 

52.8 

831.3 

391.8 

47.1 


banks gearing up to play a very active 
role in the “new" European Union, the 
mortgage banks more than doubled 
their lending to other EU states, 
making commitments outside Germany 
of DM 5D billion, compared to DM 2.4 
billion in 1995. 

Over the first quarter of 1997, 
there were no signs of a let-up in the 
lending activities of the German mort- 
gage banks. On the contrary, total new 
lending business between January and 
the end of March rose by almost 30%, 
with public-sector lending growing by 
more than 2£KJ, which more than 
compensated for a decline in mortgage 
lending of 19E which reflected the 
general slowdown in the German 
economy. On balance, however, lending 
volumes in 1997 are expected to be 
similar to 1996's total, with public- 
sector lending expanding briskly. 

Positive outlook for 1997 

This growth in lending volumes 
suggests that in 1997 fresh records will 
be chalked up in the market for German 
Pfandbriefe. In 1996, Pfandbrief issuers 
placed a total of DM 858.5 billion of 
new bonds to refinance their lending 
activities, a 10fr increase over 1995 s 
total which had established a record. 
Once again, this meant that Pfandbrief 
issuers comfortably accounted for the 
largest share of primary market 
activity in the German fixed-income 
market in 1996. accounting for 44$ of 
gross domestic bond issuance. Of this 
total DM 288 billion was accounted for 
by Public Pfandbriefe representing 


GERMANY'S 
MORTGAGE BANKS. 

• OEPFABANK. WIESRADEH 

BAYEBSOff VEREBgHANK A G, MUHCHEN 
HYPO-BANK, MUNCHEN 
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, RHE1NHYP, FRANKFURT 
- BERUN-HANNOVERSCHE HYPOTHEKENBANK AG, 
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BANK AG, HAMBURG 
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HANNOVER 
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For further information about 
German Pfandbriefe please contact 
Association of German Mortgage Banks (VDH) 
Sona Germany, Fax (+228} 9590244 
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Eurotunnel banks consider new operator 


By Andrew Jack in Paris 

Eurotunnel's creditor banks 
are likely to push swiftly for 
the right of “substitution.”, 
which would render shares 
in the company worthless, if 
investors next month refuse 
to endorse the restructuring 
plan under discussion. 

The banks fear that a vote 
against the plan would push, 
the company intn the fron ds 
of a French bankruptcy 
judge and bring to an end 
the “standstill" on interest 


payments on junior debt 
announced in 1996. 

TO avoid the legal uncer- 
tainties triggered by insol- 
vency procedures s pannin g 
Fngtich and French law, the 
hanks are prepared to push 
for their right to “substi- 
tute", or appoint another 
company to operate the 

PhannpT tnnnpl link in the 
place of Eurot u n nel . 

The different scenarios are 
being discussed in a series of 
"roadshows" for the 174 
creditor banks, as the largest 


lenders attempt to win the 
support of the smaller banks 
to achieve . the unanimous 
agreement required for the 
plan to proceed. 

Meetings have already 
taken place in London and 
Paris, and are scheduled for 
Frankfort today and Milan 
on Friday. Further discus- 
sions with lenders will take 
place in the wming days in 
New York and Tokyo. 

The discussions come as 
Eurotunnel shareholders 
consider the details in the 


restructuring jn-ospectos 
issued last monti^ on which 
they will be asked to vote on 
July 10 at an extraordinary 
general meeting. 

Ms Sophie l/Hdlias, head 
of Franklin Global Investor 
Services, a corporate gover- 
nance consultancy based in 
Paris, revealed at the week- 
end that she plans to vote 
against the restructuring 
and holds nearly 37m shares 
- about 4 per cent of the 
total - through a Bermuda- 
based fund. 


Adacts, a radical group of 
Eurotunnel shareholders 
which has recently started 
legal action th» com- 
pany alleging false informa- 
tion, also said it intended to 
vote against - the plan. The 
more moderate Association 
of Eurotunnel Shareholders 
has yet to decide. 

At Eurotunnel's annual 
meeting last year, ,48m 
shareholders out of - 175m 
expressing an opinion voted 
against the company cm sev- 
eral resolutions. 


However, it is less clear 
whether Ms L*H41ias will be 
able to amass the same num- 
ber of votes this year, given 
in v estors ' fears that blocking 
the plan could force Euro- 
tunnel into administration, 
leaving them nothing: 

Equally, the extraordinary 
meeting scheduled for July 
requires the voters for at 
least 25 per cent of the 920m 
shares to he present to 
achieve a quorum. At last 
year’s meeting, only 19 per 
cart were represented. 


Agnellis reinvent the Italian holding company 

Recent deals have transformed Ifi and Ifil into outward-looking European investment vehicles 


T he holding company, 
whether private or 
government con- 
trolled, is one of the most 
common characteristics of 
Italian capitalism. 

To Anglo-Saxon minds, 
they appear unnecessarily 
complicated and opaque, 
strange creatures of an 
archaic financial system 
whose minority shareholders 
never seem to know quite 
what they are doing. 

“Their basic raison d’etre,” 
explains a Milan investment 
banker, "was to enable fami- 
lies to control large indus- 
trial and financial enter- 
prises With the minimum 
amount of capital”. 

But something is changing 
in the passive world of Ital- 
ian holding groups. In recent 
months, they have been 
unusually active, buying, 
disposing of or merging 
assets to simplify their struc- 
tures and give greater focus 
to their investment portfo- 
lios. And few have been as 
busy as Ifi and Ifil, the two 
quoted holding companies of 
the Agnelli family. 

The two are run by Mr 
Umberto Agnelli, the 
younger brother of Giovanni, 
the Flat patriarch, and Mr 
Gabriele Galateri dl Genola, 
one of the new stars of Ital- 
ian finance. With a staff of 
no more than 50, the two 
have turned the A gne lli 
holding groups into outward- 
looking European invest- 
ment vehicles designed to 
build on Fiat assets with 
stakes in sectors in which 
the Agnelli group was not 
present. 

Barely 10 years ago. Ifil 


had a stake of about 7 per 
cent in Fiat and about 
L200bn ($117. 18m) to invest 
Today, it has 1&5 per cent of 
Fiat but also a broad portfo- 
lio of diversified invest- 
ments, many in France; con- 
solidated net assets of mare 
than L3,640bm and net prof- 
its that have steadily risen 
to reach. L339bn last year. 

Following recent deals 
Involving its ret ailin g, 
cement and food interests, it 
trill have some Ll,500bn 
-L2,000bn over the next two 
years to invest. 

Ifi, too, has wasted little 
time Its main assets are its 
18 per cent stake In Flat and 
its controlling stake in IfiL 
Bat It also owns about 25 per 
cent of the quoted bolding 
company Exor - with inter- 
ests ranging from Club Med 
to Chateau Margaux - and. 
since the beginning of 
year, full control of the 
Juventus football dub. 

Mr Umberto Agnelli 
insists that although “every- 
thing seems to have come 
together all at once”, the 
groups' recent operations 
had been in the pipeline for 
some time. 

First came Ifi and Ifil's 
joint 5 per cent investment 
in the new core of stable 
shareholders of Istituto San 
Paolo di Torino, Italy's larg- 
est banking group, which 
has just been privatised. 

Then, there was the alli- 
ance between Rinas cente, 
the Italian retailer controlled 
by Ifil, with Auchan, the 
privately-owned French 
supermarket chain. 

A few days later came 
another partnership between 




Umberto Agnelli (left) and Gabriele Galateri di Genola: creating outward-looking E u ro pean 
investment vehides with stakes in sectors In which the Agnelli group was not present 


Ifil’s Unicem cement subsid- 
iary with the Italian FrateQi 
Buzzi group, which could 
eventually see Buzzi acquire 
control of Unicem. 

There could be other 
moves. Ifil owns a large 
stake In the French Worms 
& Ci e-Saint Louis sugar, 
papa and insurance group. 
It would like to see the 
French group adopt an 
active industrial strategy, 
keeping in mind the high 
price which insurance com- 
panies are fetching on the 
market as a result of the cur- 
rent scramble for consolida- 
tion in the European insur- 
ance industry. 

The Italian group is also a 


shareholder in the French 
BSN -Danone food group, 
which still requires strength- 
ening in certain sectors and 
which is also seen as a 
potential takeover target 

T he San Paolo invest- 
ment not only reflects 
the A gnpTHs ’ decision 
to support “the biggest bank 
in town” - both San Paolo 
and the Agnellis are based in 
Turin - but also a longer- 
term interest to see San 
Paolo develop strategic part- 
nerships with other banking 
groups. In turn, this could 
help the Agnellis diversify 
their Italian hanking Inter- 
ests, which have tradition- 


ally been entrenched with 
Mediobanca, the Milan-based 
investment hank 

Mr Agnelli says that most 
of Ifil’s investments are in 
companies in promising sec- 
tors but lacking the size to 
compete globally. Hence, the 
retailing alliance with 
Auchan and the cement 
deal He also sees the hold- 
ing companies playing an 
increasingly active role in 
helping their industrial 
investments develop and 
achieve the necessary com- 
petitive scale. 

This role is now likely to 
intensify. Mr Agnelli and Mr 
Galateri are already looking 
for ways to deploy their 


growing cash resources. 
They make no secret of their 
interest in telecommunica- 
tions, and are considering 
joining Deutsche Telekom 
and the state-ccartroUed Enel 
utility to a consortium to bid 
for the licence to operate a 
telecoms network in compe- 
tition to Telecom Italia once 
tt8 monopoly is di s m an t l ed 

Energy, technology and 
utilities are also sectors in 
which tha Agnelli holdings 
could make a move, as well 
as possibly increasing, their 
In te rests to the leisure and 
ant a tatament Industry. 

Tn recent months there Has 
been speculation over a pos- 
sible listing of Juventus, 
whose fhtanopfl and fortunes 
on the football pitch have 
been turned round since Mr 
Umberto Agnelli took overall 
responsibility far the club. 

Although it has just won 
the Walton first division title 
for tha 24 tT l time and hag a 
large international follow- 
ing, the Agnellis have 
suggested the time was not 
ripe for flotation. But they . 
are exploring the possibility 
of building a sports enter- 
tainment group around 
Juventus and then seeking a 
listing. 

That, together with the 
possibility of Fiat listing 
Ferrari - which is now also 
absorbing Maserati - would 
ensure the Agnelli’s place in 
the international financial 
glamour stakes. And the 
sleeping Italian holding 
group would have completed 
its transformation into a 
financial sex symbol. 

Paul Betts 


Fiat up 6.7% in quarter and optimistic on year 


By Paul Betts in Mian 

Flat, Italy's largest private-sector 
company, yesterday reported a 6.7 
per cent rise in first-quarter con- 
solidated pre-tax earnings to 
L495bn <$290m). 

Group sales woe up 4.4 per cent 
at L20JJ44bu. 

The group has benefited this 
year from government Incentives 
to encourage new car sales in 
Italy. These lifted domestic 
demand by more than 20 per emit 
to March, by more than 50 per 


cent in April and nearly 45 per 
cent in May, Mr Cesare RomitL 
Fiat chairman, told the annual 
meeting in Turin. 

Mr Romiti said group sales were 
expected to rise 15 pm- cent this 
year, from L77,900bn in 1996 to 
about LSO.OOObn. Car revenues 
were forecast to grow by LS.OOObn, 
or 21 per cent, while revenues 
from the New Holland farm 
machinery subsidiary would rise 
by Ll,500bu, or 16 per cent. Iveco 
truck sales were expected to 
improve by LSOObn, or 8 per cent 


He said operating income was 
also forecast to grow strongly this 
year, while pre-tax earnings would 
be in line with last year’s L3£05bn 
despite the absence of extraordi- 
nary gains. 

These improvements would be 
reflected in the group's net finan- 
cial position, which was expected 
to be positive at the end of this 
year, according to Mr Romiti, who 
also confirmed he would step 
down as chairman next June, at 
the age of 75. 

He said that there were no 


plans for a capital increase. 

In 1996. Fiat’s profits were 
helped by Ll,400bn of extraordi- 
nary gains from the flotation of a 
31 per cent stake to New Holland 
and the sale of the Prime fond 
management group to Assicuraz- 
iool Generali. 

The group's unit car sales rose 
8.2 per cent in the first five 
months of this year to 1.12m 
vehicles, with a 21 per cent 
increase in Italy reflecting the 
introduction of the government 
incentives. 


Car sales to Brazil rose 18 per 
cent during this period, while in 
Poland they climbed U per cent 
However, car sales Itf western 
Europe excluding Italy fell 18 per 
cent 

Despite this foil, Mr Romiti said 
Flat had semi its European market 
share rise to 12.6 per cent during 
the first five months. 

The Italian group was now sec- 
ond only to Volkswagen among 
European carmakers, compared 
with fifth place at the end of last 
year. 


EUROPEAN N EWS_DIGEST 

Adig structure 
faces shake-up 

Commerzbank and Bayeriscbe 
cent SaSs has total ^ 

DM40bn ($2&2bn). Its main competitors areDW^ iownea 
^SSSSBank), Deka (which opiates fomtefor the 
savings fr»nfc movement) and DIT (Dres&? er {*^ pregtg 
Andyrissaid control of Adig would beinthe interests 
ofScranmerzbank and Vereinsbank, but declined to 
speculate on which way a decision could g°- Ancthwr 
possibility would be to split Adig's activities between 
hanks. The taunt, between main board directors of both 
^TTtime of increasing actiW; S^SLness 
German mutual fund companies, which see new 
opportunities through increasing pubhc awareness of the 
need to make private provision for pension and other 
needs. Deka last week announced agreements wth 
J p Morgan of the US to develop specialised international 
todsMdrtth Lombard Odier. the Swiss private bank, 
on portfolio management for 

/ 

Sabena on track with cuts 

Sabena, the Belgian airline 49 per cent owned by Swissair, 
is on course to meet cost-cutting targets for this ^year 
to return it to profit next year. Mr Paul 
Reutitoger, chief executive, said yesterday. 

Sw issair , which wrote down the value of its $2i0m 
investment to the Belgian carrier to zero in April, has 
threatened to withdraw from Sabena completely if it does 
not meet its budget for the first half of 1997. The airline 
has been dogged this year by the rumours that it was 
about to be abandoned by the Swiss group. 

But Mr Reutitoger said yesterday that although the 
an-Tint> would still mak e a loss for 1997. it was on track to 
achie ve its cost-cutting alms. “The first four months of 
Hite year conformed with the budget." he said. "Advance 
bookings far summer and autumn are looking good. Our 
goal Is to be to budget conformity at the end of the year - 
we think we can reach it" 

Swissair-appointed Mr Reutitoger reached agreement 
with Sabena's unions last year on restructuring aimed at 
making annual savings of BFr4.7bn (SlSlm) by next year, 
nnrm gh to ratiim the airline to profit and BFr6.7bn 
savings by 2000. 

Some BFr2bn of the savings by 199S are to come from 
the workforce, through flexible working and early 
retirement for 700 staff, with the rest to be achieved by 
management through operational improvements. 

Mr Reutitoger said Sabena’s co-operation with Mr 
Richard Branson’s cut-price Virgin Express on 
Brussels-Heathrow routes had produced “very positive" 
results. However, he ruled out further co-operation with 
Virgin Express which, he said, was not permitted by the 
agreement Sabena signed with unions last year. 

Mr Reutitoger confirmed Sabena was still seeking ways 
of paying its air crews outside Belgium to avoid Belgian 
tax and high social costs, but had not yet reached 
agreement with the government Neil Buckley, Brussels 

Pechiney lifts Techpack stake 

Pechiney, the French al uminium and packaging group, is 
to more than double its stake to Financtere Techpack, the 
parent company of Techpack International, the deluxe 
cosmetics packaging specialist 

^ The company is lifting its Techpack interest to 80 per 
cent' by buying a 41 per emit holding until now in the 
hands of inves tmen t funds. Pricing de tails were not 
disclosed. The remaining 20 per cent is held by 

management. 

The consolidation of Techpack Into Pechiney’s accounts 
from June 30 will result in an increase in the group's net 
fi nan c ial debt of about FFn.4bn ($239m). Techpack has 
annual turnover of nearly FFi2bn and operating profits of 
some FFrlSOm. David Owen, Paris 

Danish lenders end alliance 

BG Bank. Denmark’s fourth ranking commercial bank, 
and Nykredit, the large bond-issuing mortgage credit 
company, have agreed to break off a strategic alliance, 
entered into ]two years ago. An alliance between the bank 
and insurer Topdanmark. the third leg in the original 
plan, will continue, said BG Bank. 

It is understood that a dash of interest between 
Nykredit and BG Bank arose over competition for 
customers, which made the aHianr*> unworkable. 

Hilary Barnes, Copenhagen 


. >>* - ,h 




Trttrrtf 




XV 


; .«>« ; y*.-; -. 'V fJ , V\ f- C' : * V-‘V; 

r >«>; y; :!;• ; .':v v- V 


Take a 
across- 


Coming soon to the 


stake 

the-board competence 






. “ . T.- • - - •• *' 'liW • 


Operating profit 


In CHF mitten 


e-ooara • competence 

■ ■ ■ ■ 

; : v 

GretagMacbetft helps' roafce tiwjvofjd 

for exac t anal ysis and raproaiiwtto' iqtf lardy iiir fWi iii||ii| wiwiiil *>1 nijiiiig' * t 

urns- of application - *** .mjnr^ll .i.i' iki»llii|i ' ; . 

pubtoft ^ 9 ” td dt & al &n< »gh»g.;€^a ^ ac h j^'.'b'^ of l uteyi it ^ '.odky,^'.. 

control systems for every »tap in jwnSdjtsfeigc^fsrocca^j^i^nor 

manufacture .and quafity controi to marketing: GratagMjicb^ has boiTt a-.sfr<^ iraHJeM posi^ 

to itshroad product ofiarfog and ^ob^resciU ' " v \r • •• v - T -I - ' *V fyci 

GretagMacbeth - Gtobalteaderin 

' e ' >v. ■ ..I.,,*’ TLi'-u ".^.V 

. the (kvtagMaebdhGroup was fom»d. fay.ffie .raar^^.'ttf ^ 

of tfwSWisxcotnpany Grattg 

' h> cwnpaMaa flanaitaid Mi Qperatin^.incorpe.of aroundf^ TO^ 

bin * <i ^ es ofCIff 70niimon 

Great Britain, Germany and Kflong Komg. TColPO. lead managed hy Bonk JL Vontobal;'ik.<fe : >^ : 
wfflensarea aofid foundation for sustained j y o wtl i. -y - 


. There are more details in toe GretagMacbeth Profile. To order ft contact: r 
Gretag-Macbeth Holding AG. Aitboitistrasse 70,-8105 Regensdorf s • 

Pboue + 41 1 842 24 00 or - . - • -- . - 

Bank J. Vwrtobd &Co AG, 8ehntK>folrass»3, 8(Q2a*rfch 
Phone + 41 1 28370 76 ‘ . 




O GretagMacbeth" 


HongkongBank 4TV 
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PRIMARY CAPITAL UNDATED FLOATING RATE NOTES 

(SECOND SEMES) 

Notice is hereby ghwi that the Rate of Interest has been fixed at 
o- fPJT 1 o e . ,nt0 ™ Bt Payable on the relevant Interest 
Payment Date September 17, 1987, In respect of US$5 000 

[ , £2!I2 J o!£ thB wll J, be US$76.67 and In respect of 

US$100,000 nominal of the Notes wifi be US$1,533.33, 
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COMPANIES AND FINANCE: EUROPE 


EUROPEAN NEWS DIGEST 


BBV faces fines 
over share deals 

Spain's Banco Bilbao Vizcaya faces flues of PtaBSm 
($583,000) and a public reprimand far share purchases 
made last autumn in the Sevillana de Etectricidad power 
company, at a time when the state-controlled Endesa was 
preparing to bid for majority control. The GNMV 
securities commission said the penalty marked the first 
action of its kind in Spain against a lading fmawwai 
group for fading to maintain “Chinese walls" between 
different parts of its operati ng 

The co mmissi on opened its inquiry into BBVs 
involvement last month, when it imposed a Pta300m fine 
on Endesa for providing mls l pa d t og information about its 
Intentions with regard to Sevillana and the Catalan power 
company Fecsa, i n bot h of which it now has 75 per cent 
control. BBVs operation is understood to have involved 
about lm Sevillana shares. The bank, said by the 
commission to have made gross profit of Pta35m on the 
operation, has also been banned for a year from 
purchases of shares in listed companies through third 
parties unless it informs the commission beforehand. 
However, the co m missio n absolved Mr Javier Echenlqne, 
a general manager of BBV, from personal responsibility 
for the misuse of confidential inf carnation in the share 
operation. 

Endesa announced its Pta200hn hid to raise its holding 
In the two regicaaal companies last October, a week after 
telling the CNMV it had no such Intention. BBV denied 
having had any prior information about Endesa's plans 
and said.it had acted according to the rules. 

David White, Madrid 

MGAM sells SinterCast stake 

Morgan Grenfell Asset Management, the DE fund 
management group, yesterday sold its entire Holding in 
SinterCast, a Swedish components developer in which Mr 
Peter Young, the disgraced Morgan Grenfell fond 
manager. Invested heavily. SinterCast was one of several 
obscure Scandinavian high-technology stocks favoured by 
Mr Young, who was dismissed by Morgan Grenfell last 
September after the company incurred large losses 
through unauthorised investments. 

The sale of a 40 per cent stake depressed SinterCast 's 
shares, with the most-traded A share closing down 
SKr33.50 at SErl09. This compares with a price of SKr480 
a year ago, before the Young scandal became public. 
Deutsche Bank, Morgan CfrenfeH's German parent, retains 
a 23 pm* cent equity stake in SinterCast through four 
subsidiaries. Greg McIdot, Stockholm 

Ford to lift Czech investment 

Ford Motor of the US said yesterday it would invest an 
additional $50m in Autopal, Hs wholly-owned subsidiary 
in the Czech Republic, to produce lighting systems for 
Escort class vehicles. The new investment will expand 
production to include headlight and taO-Hght products for 
Ford vehicles. Autopal already supplies a range of 
automotive components for Ford plants in France and 
Mexico, and also to other vehicle makers. 

The expansion takes Ford’s total investment in Autopal. 
which it bought in 1993, to more than $l00m. 

Vincent Boland, Prague 

Fourth listingfor Neuer Markt 

Germany’s fledgling stock market for fast-growing 
innovative companies - the Frankfurt-based Neuer Markt - 
- Is set to receive anew 1 listing with the issue of up to 
DM90m ($5Lfim) in shares in Beta Systems Software, a 
management software company. Deutsche Morgan 
Grenfell, the Investment banking unit of Deutsche Bank, 
said yesterday the price range for the Beta shares had 
been fixed at between DM85 and DM100 under the 
bookbuilding process. This would put the issue volume at 
between DM76m and DM9Gm. 

Beta is the fourth company to be listed on the Neuer 
Markt Goldman Sachs of the US and SaL Qppenheim. the 
German private bank are also in the issuing consortium. 

Andrew Fisher, Frankfurt 

German group in Hungary move 

The German utility consortium of RWE Knergie and EV 
Schwaben yesterday unveOed plans for investments 
totalling Ft325bn ($L75bn) in the Hungarian power sector. 
The consortium plans to modernise 60QMW of capacity in 
the Matra power station, 70km west of Budapest, and 
extend the local open-cast lignite mines at a cost of 
Ft47ta_ It win also build a new 1.000MW lignite-fired 
station near Miskolc, in the north-east of the country. 

Together with additional mine investment this will 
cost some Ft280bn and provide 600 jobs to an area of high 
unemployment It will also help diversify Hungary’s 
primary fuel needs and reliance on imported oil and gas. 

RWE-EVS paid $74m in 1395 for the 80QMW Matra 
station and undertook to build a new statical on the site. 
However, the consortium opted far a redevelopment 
progr a mme and offered to bufld a new station, after local 


lignite reserves at Matra proved insufficient for the 
working life of a new station. Fester Eddy, Budapest 


H&M 
climbs 
63% at 
halfway 

By Greg Mctvor 
in Stockholm 

Shares in Heonss & Maurttz 
rose sharply yesterday after 
the Swedish fashion retailer 
exceeded market forecasts 
and posted a 63 per cent 
jump in half-year p ra fl +p 

Pre-tax profits rose from 
SErSlSm to SKrllm (5129ml 
as the company continued 
the rapid earnings growth 
which has made it one of the 
Stockholm bourse's most 
attractive stocks. 

Profits exceeded the most 
bullish analysts’ forecasts 
and H&kTs most-traded B 
shares surged SKrlELSO, or 7 
per cent, to SKj 285.50. Ihe 
shares have risen 171 per 
cent in the past year. 

B&M said turnover 
advanced 31 per cent, from 
SKr7.8bn to SErlOJSbn, of 
which 78 per cent was in 
Sweden. 

Sales increased in all mar- 
kets in spite of generally 
weak retail market condi- 
tions in Europe. 

Hemei A Mauritc 
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Mr Jan Jacobsen, chief 
financial officer, said: “The 
key is to keep prices down, 
do well In purchasing and 
hold costs down.” 

The company’s policy was 
always to have the lowest 
prices. “If we find others 
who are lower, we cut our 
prices immediately,” be 
said. 

Operating costs rose from 
SKr5.8bn to SKr7.5bu. 
reflecting the addition. of 21 
new stores. Investments and 
new start-up costs were 
SEr326.5m, 1 against 
SKrS45m. 

HAM, which earlier this 
month downgraded its 
Stockholm stock exchange 
listing in protest at new 
domestic tax legislation, 
said it would return to the 
main A-list if the govern- 
ment relaxed ttye rules. 

The rules mean that large 
o wners of companies with a 
main listing, such as Mr 
Stefan Persson, H&M’s 
founder and main share- 
holder, can pay more than 
their grmnnl income in fay- 

H&M and a group of other 
companies have joined the 
O-list This is designed for 
smaller, growing companies 
but is exempt from wealth 
tax. 

The exodus has p rompte d 
fears of a sell-off because 
some Institutions are barred 
from owning shares in com- 
panies which do not have a 
foil listing. 

However, the government 
indicated at the weekend 
that it might back down and 
reconsider the roles. 
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D-Mark’s drop delights exporters 

German groups selling abroad have reaped rewards from currency’s decline 


E xecutives at German 
exporters would have 
been forgiven if they 
had smiled as the D-Mark 
lurched downwards on the 
foreign exchanges earlier 

thifl month. 

The currency’s latest drop 
- caused by the spat 
between the German govern- 
ment and B undesbank over 

gold revaluation - held out 

the prospect of a continua- 
tion of a trend that has 
already come to the rescue 
of the country's exporters. 

Amid troubled time*: for 
the German economy, one 
clear lesson from the latest 
round of company results is 
that German businesses sell- 
ing abroad have reaped large 
rewards from the D-Mark's 
year-long decline on the for- 
eign exchanges. The cur- 
rency has lost 14 per cent 
against the dollar In 10 
months, although econo- 
mists fhfrnic its decline 
mere or less reached an end. 

•“The companies that have 
a major stake in exports are 
reporting a strong pick-up in 
profits, " says Mr Stefan 
Schneider, chief economist 
at Paribas in Frankfort. 

The >5tock market is 
reflecting exporters' success. 
Last week the Dax index of 
the country’s top 30 compa- 
nies set anruthBr record high, 
in spite of continued weak 
activity in the domestic Ger- 
man economy and unem- 
ployment of more than 4.4m. 
or more than 11 pa- cent af 
the workforce. 

The shares of some of the 
big exporters, such as Volks- 
wagen, the carmaker, have 


risen strongly; VW shares 
have surged 141 per cent 
since last July. 

“The decline of the D-Mark 
has had a direct impact on 
exporters, wbo have used it 
to raise sales volumes and 
boost foreign market share," 
says Mr Stephen King, chief 
European economist at 
HSBC James Capel in 
London. 

Their good performance 
now contrasts with German 
exporters' painful experience 
two years ago when, after 
weakening, the D-Mark 
climbed suddenly on the for- 
eign exchanges. 

The abrupt appreciation 
followed an unusually gener- 
ous wage award by German 
industry. As a result, many 
companies were caught in 
the pincer of higher costs 
and lower sales abroad, and 
several lurched towards 
huge losses: Daimler-Benz 
recorded the biggest losses 
of German corporate history 
in 1995. 

That experience has been 
a force behind one of the 
most striking trends in Ger- 
man industry in recent 
years: many of the countries' 
big manufacturers have 
shifting a large slice ot pro- 
duction abroad. 

The latest example came 
last month when Daimler- 
Benz opened its factory in 
Alabama, where it will build 
its new four-wheel-drive car. 

It joined BMW in the Ger- 
man carmaker diaspora. 
BMW has a factory in South 
Carolina, where it is build- 
ing its new sports car, in 
addition to its Rover inter- 
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ests in the UK. VW, mean- 
while, is building cars in the 
Czech Republic. 

B ut while many Ger- 
man companies were 
pushed abroad by the 
cost conditions at home and 
the strength of the D-Mark, 
the currency’s subsequent 
fall has favoured producers 
that kept large parts of their 
production in Germany - 
and whose costs are there- 
fore still denominated in 
D-Marks. 

“There has to be a match 
between costs and revenues.- 
Far some big companies - 
such as the chemicals indus- 
try - the positive Impact of 
the currency is somewhat 
limited because a lot of their 
production is outside Ger- 
many, for example in the 
US,” says Mr Guenter Dlel- 
mann , strategist at Deutsche 
Morgan Grenfell in Frank- 
furt. On this measure, the 
areas that are benefiting 
most are mechanical engi- 


neering, the car industry 
and, to a lesser extent, the 
chemical industry. 

But the D-Mark's decline 
cannot take all the credit for 
German exporters' recent 
success. 

Two other developments 
have played an important 
part: the tremendous inroads 
many German companies 
have made In cutting costs 
in their attempt to become 
competitive, and the strong 
expansion of the foreign 
markets into which they sell 
their goods. 

Faced with growing inter- 
national competition, Ger- 
man companies are restruct- 
uring. This has taken the 
form of the break-up of some 
of the country's huge con- 
glomerates, as several - 
such as Hoechst, the chemi- 
cals company — have spun 
off smaller divisions. 

It has also meant wide- 
spread job shedding and 
attempts to free up the coun- 
try's notoriously inflexible 


labour market and reduce 
wage increases. 

Some companies have 
succeeded in reaching wage 
deals with their un inns , in 
return for job guarantees 
which are specific to individ- 
ual plants rather than the 
industry-wide agreements of 
the past - a new develop- 
ment to German industry. 

“The degree of cost-cutting 
and restructuring now is 
unprecedented in Germany, ** 
says HSBC’s Mr King. 

That the strong growth of 
foreign markets has been an 
important factor is under- 
lined by the places where 

German .exp o rters appear to 
have done best - mainly in 
the fast-growing economies 
Of the US, south-east Asia 
and central and eastern 
Europe. 

“They are benefiting from 
the pick-up in the world 
economy and from economic 
stability in eastern Europe.” 
said Mr Schneider, at Pari- 
bas. 

In addition, some of the 
exporters' successes can be 
credited to the new and 
attractive products some are 
offering. For example, VW*s 
sew Audi models are prov- 
ing popular. 

But the D-Mark remains 
an important reason for the 
improved health of German 
exporters - and a reason 
why German companies 
might be hoping that Chan- 
cellor Helmut Kohl's difficul- 
ties mean the weaker 
D-Mark is replaced by an 
even weaker euro. 

Graham Bowley 






The ability to anticipate a problem often allows you 
to create the most valuable solution. UAJEJ France’s 
largest insurance conglomerate, had inherited a real 
estate loan portfolio consisting of 400 assets that were 
negatively affecting their share price. They were faced 
with the challenge of divesting this large portfolio of 
assets, so geographically diverse, that they created a 
set of complex issues involving legal, banking and tax 
regulations. Our understanding of UAP’s business 
enabled us to approach them with a solution to this complex problem. Together; 
we were able to successfully execute the largest real estate portfolio divestiture 
ever done in France. The result of which was UAP’s share price going up 
5% at its announcement. We welcome the opportunity to discuss how we can 
develop equally innovative solutions to your financial challenges. 
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Top two Brazil banks eye Banerj 


By Geoff Dyer In S5o Paulo 

Bradesco and Banco Itafi, 
the two largest private 
banks in Brazil, have 
emerged as the leading con- 
tenders to buy Banerj, the 
retail bank owned by the 
state of Rio de Janeiro, 
which Is scheduled to he sold 
at an auction today for a 
minimum price of R$310m 
(US$289m). 

If the auction takes place, 
it will be the first privatisa- 
tion of a bank in Brazil and 
is expected to prompt a wave 
of sell-ofJs of troubled state 
and federal banks, including 


Banespa in Sao Paulo. 

However, there was specu- 
lation yesterday that the 
sale might be delayed 
because of uncertainties sur- 
rounding the obligations of 
Banerj 's new owner to fund 
pensions of the banks' 
employees, or because of 
last-minute legal actions. 

Sight banks have pre-qual- 
ified for the auction but ana- 
lysts expect the bidding to 
come down to a race 
between Bradesco and Banco 
ItaCi, respectively the largest 
and second largest private 
banks In the country. 

For Bradesco, Banerj rep- 


resents an opportunity to 
buy a significant branch net- 
work In one of the few states 
where it Is not the leading 
bank, analysts said, while 
the acquisition of Banerj. 
which h** 133 branches and 
total assets of R$4.55bn, 
would help Itati close the 
gap between it and Bradesco. 

“The entry of foreign 
banks, such as HSBC, into 
the market has forced them 
to re- think their strategy 
and will probably make 
them more aggressive in 
teams of mergers and acqui- 
sitlonsr said Air Rodrigo 
Fiaes, an analyst at Banco 


Icatu in Rio de Janeiro. 

The other expected bidder 
is BCN, the fifth largest pri- 
vate bank which in January 
ended merger talks with 
SBA Creditanstalt, another 
Brazilian bank. Analysts 
believe BCN could be a 
potential takeover target 

The Rio state government 
had hoped to -privatise 
Banerj last December but 
the auction was postponed 
after bank employees won 
an injunction against the 
sale to a legal challenge con- 
cerning their pension rights. 

C atsa Economics Federal 
which is owned by the fed- 


eral government, has set up 
a R$&9bn loan to cover the 
deficit in the Baneij pension 
fund. But despite Oils, and 
assurances from the Rio 
state government, several 
banks have pulled out of the 
auction because of concerns 
that the new owner might be 
liable to further pension pay- 
ments. 

Banks looking to make 
acquisitions in Brazil which 
include a number of foreign 
institutions, can wait for the 
planned sales later this year 
of Credireal by the state of 
Minas Gerais and federally- 
owned Banco Meridional. 


Investors glued to Televisa drama 

Co mm ercial problems provide backdrop to soap opera-style battle for control 


B oardroom battles at 
the Mexican media 
giant Televisa, 
unleashed by the death in 
April of chairman Emilio 
Azc&rraga, are beginning to 
resemble the cloak-and-dag- 
ger soap operas In which 
Televisa excels. 

the plotting between Mr 
Azc&rraga’s heirs, jilted 
wives and business associ- 
ates, however, is creating 
unease among investors and 
has depressed Televisa’s 
share price on Mexico City's 
surging stock exchange. 

The succession struggle at 
the $4bn conglomerate has 
all the ingredients of a clas- 
sic Televisa “telenovela a 
tragic death, a fabulous 
inheritance, family feuds 
and the settling of old 
scores. 

But what is adding to the 
worries of investors is that 
the fight for control of the 
largest media empire in the 
Spanish-speaking world is 
occuring at a time when it is 
feeing a series of serious 
commercial challenges. 

Mr Emilio “The Tiger" 
Azcfirraga, a towering figure 
who led Televisa for 36 
years, learned at the start of 
the year that he was dying 
of from cancer- He resigned 
from all management posi- 
tions, in March, and desig- 
nated his only son, 29-year- 
old Mr Rmfilo Azcfirraga Jr, 
as president and chief execu- 
tive officer. 

Before he died, Mr Azcdr- 
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raga. worried about his son’s 
inexperience, also namai Mr 
Guillermo Cafiedo White, the 
37-year-old son of his recent- 
ly-deceased best friend, as 
chairman of the board. 

Mr Caiiedo White's 
appointment as “Little Emi- 
lio's'* de facto guardian 
calmed foreign investors. In 
his new position, he pushed 
through a cost-cutting 
scheme which aimed to 
bring the company’s stock 
up from the doldrums where 
it had long languished. 

The shares had been hit by 
a number of worries. The 
audience share of Televisa's 
terrestrial channels has gof- 
fered since the privatisation 
of upstart network Televi- 
sion Azteca. An average 
market share of 81 per cent 
in the first three months of 


1996 had fallen to 67.7 per 
cent a year later. 

In addition, the company 
is investing $20 Om in a 
direct-to-home TV venture 
with Mr Rupert Murdoch's 
News Coorp, although this Is 
unlikely to break even for at 
least three to four years. 

And in the first quarter, 
Televisa showed a sales 
increase of only 5.4 per cent 
- to 2.7bn pesos ($339m) - an 
the same, deeply depressed, 
period a year before Other 
media groups showed rises 
of mare than 80 per cent 

In an attempt to offset 
these concerns, a cost-cut* 
ting plan alms to save $70m 
a year for the next three 
years through dismissals, 
savings on real estate and 
reducing perks such as cor- 
porate aircraft Since the 


plan was unveiled on 21 
May, the stock has risen 16.7 
per cent 

Not everyone, however, 
was happy with Mr Cafiedo 
White's efforts, least of all 
Mr Alqjandro Burillo AzcSr- 
raga, “Little Emilio’s" older 
cousin. Mr Burillo, one of 
the controlling s hareholde rs, 
was Televisa's executive 
vice-president until March 
1996, when he was forced to 
resign in a boardroom coup 
believed to have been 
arcbestrated by Mr Cafiedo 
White. 

As well as dashing his 
ambitions to succeed his 
unde, Mr Burillo’s departure 
also removed the greatest 
threat to Mr Cafiedo White’s 
position as the late chair- 
man’s most trusted lieuten- 
ant Mr Burillo appears to 
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New opportunities in the rapidly growing Asia Pacific region 
Will there be enough raw materials to meet the demand for stainless steel products? 
The impact of technology an co mp et i t i v e ness 


High level industry speakers include: 


Mr Heinrich Stawowy 

Chief Executive Officer 
Krupp Thyssen Niros ta GmbH 

Mr Ratan Jindal 
Managing Director 
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Chief Executive Officer 
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Mr Wllrich Sctiroeder 

Managing Director 
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Mr Dennis McGlone 
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Chief Executive Officer 
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Mr Per Erlcson 

President 
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President and Chief Executive Officer 
Fakonbridge Limited 
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Marketing Director 
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have plotted his revenge 
with same care. 

In episode one, on April 23, 
Mr Cafiedo White lost his 
position as rh»fm»wi after g 
shareholders’ meeting which 
elected “little Emilio" in bis 
place. But 1 Mr Cafiedo White 
remained chief corporate 
officer and Mr Azc&rraga 
Jr’s right-hand maft, with 
responsibilities for strategic 
p lanning , finance and corpo- 
rate administration. 

In episode two, a few 
weeks later, Mr Burillo con- 
vened a meeting of Televi- 
centro, the group which con- 
trols 52 per cent of Televisa's 
voting stock, to propose a 
big capital increase. Televi- 
centro is owned by the 
Azcdrraga, Burillo, Alemdn 
and Cafiedo White families. 

Not being as wealthy as 
the first three, the Cafiedo 
Whites could see their Telev- 
i centre shareholding diluted 
if the proposed capital 
increase went ahead. 

I n the third episode, a 
week ago, Mr Burillo 
staged a' dramatic come- 
back at Televisa, becoming 
vice-president and “personal 
adviser” to Mr Azcfirraga Jr. 
He was also named president 
of International Affairs and 
head of Televisa's football 
division - all while Mr 
Cafiedo White was abroad. 

In this. Mr Burillo Is 
believed to have enlisted the 
support of Mrs Paula Cussl 
Mr Azcfirraga’s fourth wife 
Who was ditched for a Miss 
Mexico late in his life. 

Although Mr Cafiedo 
White’s supporters inside 
Televisa deny his position 
has been threatened, Mr 
Burillo’s rise certainly com- 
plicates the picture, particu- 
larly since Mr Cafiedo’s 
plans had pleased investors. 

As the drama plays itself 
out. a big concern for inves- 
tors will be whether the 
power struggle will distract 
executives from the sense of 
purpose they only recently 
seemed to rediscover. 

Will the protagonists over- 
come their mutual loathing 
for the good of the company, 
or will Mr Burillo use his 
wealth to crush his rival? 
Who will have the greater 
Influence over “Little Emi- 
lio”? Are Mr Cafiedo White’s 
days at Televisa numbered? 
Stay tuned. 

Leslie Crawford 
Daniel Dombey 


Molson, 
Foster’s 
seek to 
buy out 
Miller 


By Do nai d Simon 
in Toronto 

Molson Companies, of 
Canada, and Foster’s Brew- 
ing, of Australia, are in 
talks to buy the 20 per ant 
stake In Molson Breweries 
held by Miller Brewing of 
Milwaukee. 

Molson and Foster's own 
40 per cent each of Molson 
Breweries, one of Canada’s 
two national beer groups, 
with a 47 per cent market 
share. Analysts estimate the 
value of Molson at about 
c*2-5bn (USSi-Slbnl includ- 
ing CSlbn of debt Miller’s 
stake would thus be worth 
roughly C$300m. 

The disclosure of the nego- 
tiations to buy out Miller 
has raised the idea that Mol- 
son might bid for Foster's 40 
per cent interest in Molson 
Brew eri es. 

Mr Mtdmri Palmer, ana- 
lyst at Loewen Ondaatje 
McCutcheon in Toronto, 
said: “I think Molson wants 
a lot more than 10 per cent." 

Molson said yesterday it 
had approached Miller to 
buy its entire 20 per cent 
stake in Molson Breweries, 
but that Foster’s had exer- 
cised its right to acquire 
one- half of the Miller shares. 

Foster’s Is baying back its 
shares owned by Asahi 
Breweries of Japan. Another 
once large shareholder. 
BHP. the Australian 
resources group, has also 
sold its stake In Foster’s. 

Molson Companies 
replaced its chief executive 
and several directors last 
month, as part of what it 
called a concerted drive to 
focus on hem* operations. It 
also has interests in hard- 
ware and entertainment and 
withdrew last year from a 
costly Investment in an 
international cleaning ser- 
vices group. 

Miller became a partner in 
Molson Breweries in 1993. 
The deal was partly driven 
by Molson’s eagerness to 
gain a distribution and mar- 
keting network in the US. 
Miller was - able to broaden 
its product range without 
the expense of launching a 
new brand. 

But the partnership has 
been soured by a dispute 
between Molson and Coots, 
an arch-rival of Miller in the 
US. An arbitration panel 
ruled last year that the 1993 
Miller deal breached Mol- 
son’s licensing agreement 
with Coors. 

Miller is now excluded 
from Molson profits accru- 
ing from Canadian sales of 
Coots, which makeup about 
8 per emit of Molson’s vol- 
ume. The settlement with 
Coors also reduced Molson’s 
share of Molson Breweries’ 
profit 

Molson said the talks with 
Foster’s and Miller bad 
reached an advanced stage, 
but that “significant issues 
remain outstanding." 

Molson shares dipped 10 
cents to C$24.15 in trading 
on the Toronto Stock 
Exchange early yesterday. 
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Kmart in C$185m 
Canada disposal 

Knart. ^reup constitutional 

Bjstore Can^ subsMwnW been seeking 

of cutting casts and 

focusing on its US business. v __«, 

sssaessasSKtas 

Kmart Canada also named Mr George M ., 
executive. Mr Heller was formCTb’ h^domntt 
American and European operations at Bata, the pmuieij 

Bata, the group's octogenarian owner, that sweeping 
changes were needed. Kmart is Canada JSSSSiin 
dJsccSnt retailer, with 1996 

in tbe 

BT, MCI start satellite service 

British Telecom and MCI yesterday introduced a Joint 
satellite t ransmiss ion service for US broadcasters ,a sign 
of how the UK and US telecoms companies are beginning 
to combine services in the run-up to their planned 
merger. The two hope to use BTs role in carrying ™eo 
prog ramming in Europe to establish a presence m the US 
by selling a single global service to US broadcasters, cable 
television companies and others. 

BT already carries programming across the Atlantic, 
with events such as the Wimbledon tennis tournament 
and last year's Olympic Games. By opening new 
“gateways" in Washington. New York and Los Angeles to 
its international network, and by using MCFs existing 
capacity on two satellites to carry programming inside 
the US, the two aim to become one of the biggest forces in 
the fast-growing, $250m US market, said Mr John 
Swineewood, general manager of BT Broadcast Services. 

Richard Uhiere. New York 

Gulf, MCN in joint venture 

Gulf Cana da Resources and MCN Energy Group’s 
investment arm have announced they will formed a joint 
venture to market natural gas for Gulf and other North 
American producers. The new company, Gulf-Co Energy 
Services, will begin marketing about 500m cubic feet per 
day of natural gas in July. The alliance will enable Gulf to 
take advantage of MOsTs strong marketing presence in 
the US Midwest and north-east. 

Gulf-CoEnergy, of which Gulf will hold 60 per cent and 
MCN 40 per cent, plans to extend its marketing through 
third-party arrangements. MCN, a diversified energy 
holding company with US$3. 7b n in assets, controls 
Michigan Consolidated Gas, a natural gas distribution 
firm serving about T- 2 m customers in the US state. MCN 
is also involved in oil and gas exploration, production. 
marketing and electrical generation in the US and India. 
The joint venture will combine MON'S marketing 
expertise with Gulfs gathering and processing facilities in 
western Canada, helping the producer to meet growing 
natural gas demand in toe US. Gulf is one of Canada's top 
10 energy concerns with assets of C$5.-Jbn ($3.26bn). 

Scott Morrison. Vancouver 

Crystallex faces suit 

The Venezuelan state industrial complex Corpora cion ■ 
Venezolana de Guayana (CVG) is to sue Crystallex for 
“damages and losses" allegedly incurred after the 
Canadian mining company claimed ownership rights over 
toe country’s largest known gold deposit 

CVG and the entire country have been affected by the 
attitude taken by Crystallex, which has no legal basis 
whatsoever." said Mr Luis Guzman, secretary-general of 
CVG. The law suit will be filed before a Venezuelan court 
in coming weeks, he said. CVG and its partner, Canada's 
Placer Dome, were forced to put the $576m development 
of Las Cristinas gold mine on hold when Crystallex 
earlier this year claimed ownership rights to the Cristinas 
4 and 6 mining concessions. Cry stall ex’s claim arose from 
the purchase of local company Inversores Mael last year. 
CVG as well as the national government have rejected 
such claims. The supreme court is currently deciding 
whether to hear the case brought forward by Crystallex. 

The row has renewed concerns of legal uncertainty in 
Venezuela's mining sector, which Is already plagued by 
red tape and delays in government authorisations. Nearly 
a dozen junior mining companies have been waiting for 
years to obtain government permits to begin developing 
minin g concessions they own. “The outcome of toe Las 
Cris tinas dispute will set a precedent," said an executive . 
with an International mining company in Caracas. “If it is 
not resolved quickly, it could send a very negative signal 
to investors.'' Raymond Colin, Caracas 


Republic set for NYSE lis ting 


By Richard Waters 
in New York 

Mr Wayne Huizenga, one of 
the most successful entrepre- 
neurs In toe US, will this 
week bring his third com- 
pany to the New York Stock 
Exchange - thou gh at a tim*» 
when stock market investors 
have cooled noticeably 
toward his ambitions to 
build a dominant US car 
retailer. 

Mr Huizenga’ s Republic 
Industries will make toe 
switch from the Nasdaq 
stock market to the NYSE 
on Friday, following a path 
well-trodden by other entre- 
preneurs over the years. The 
Florida-based businessman 


haa made toe same switch 
himself in the past with 
Waste Management (now 
Known as WMX) and Block- 
buster Video (since bought 
by Viacom). 

The move is intended in 
part to make the company 
more attractive to a wider 
group of shareholders, since 
many investors only buy 
NYSE-listed stocks. Republic 
said. However, the compa- 
ny’s Big Board debut will be 
overshadowed by uncer- 
tainty about Its ability to 
keep growing at the feverish 
pace of the past year. 

Since taking control of 
AutoNation USA, a 
Huizenga company which 
operates car “superstores". 


Republic has used a rapidly 
rising stock price to. mount 
acquisitions of other dealer- 
ships, making it the biggest 
car retailer in the US. 

The shares have slid in 
recent weeks, tho ug h, on 
concerns that Republic will 
not be able to maintain its 
blistering pace. While US 
carmakers have been con- 
tent to let the company 
acquire their dealerships, 
they have set Informal limits 
on. how far they will let Mr 
Huizenga expand. In addi- 
tion, both Toyota and Honda 
have mounted legal chal- 
lenges to block his ability to 
purchase their dealerships. 

At the same time, a reces- 
sion in the used car market 


in the US - prompted in part 
by the large numbers of two- 
and three-year old vehicles 
covered by lease agreements 
that are now ending - has 
threatened to dent profits in 
a market that accounts for a 
large part of the aarwings of 
many dealerships. 

Republic shares were trad- 
ing yesterday morning at 
$20£, from $44 in January. 

The company yesterday 
denied that the fall In its 
share price would hinder its 
acquisition drive. When 
agreeing to sell to Republic, 
dealers are guaranteed stock 
with a certain value, regard- 
less of the actual share price 
when the transactions dose, 
it said. * 
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Arnbroveneto biternatioriaJ Bank Ltd 
USS 150,000.000 Floating Rate Notes due 2004 

In aawrfenrewnhite Terns artiCcn^ the Notes, no- 

des ts hereby given Thai fa the interest Period from June 1 7, 
1997 to September 17. 1997 the Notes will carry an Inter- 
est Rate of 6.40625 % pa- annum. 

The Interest Amount payable on the relevant interest Pay- 
ment Date, September 17. 1997 wfll be USS 10.37 per 
USS 1,000 principal amount of Note, USS 163.72 per 
USS 10,000 principal amount , _ , 

erf Noteand USS 1,637.15 Bank 

per USS 100,000 principal ij KreeSetbank 
amount of Note. MAxiS Uuamboirg 




U.S. $150,000,000 



Bank of Ireland 

(EntabBstudln Mans by Charter in nag, and having . 

Undated Floating Rate Primary Capital Notes 

In accordance with the provlaons of tfwNtrfes, notice is fweby 
given that tor the three month interest Period from June 17. 
1997 to September 17, 1997 the Notes win carry an Interest 
Rate of 6.0625% per annum. The interest payable on the 
relevant interest payment date, September it, 1997 wW be 
UB. $154.93 per US. SI 0,000 principal amount 

By: The Chase Manhattan Bank 
London, Agent Bank 

June 17, 1997 
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British Steel to cut 2,000 


By Stefan Wagstyt, 

Industrial Editor 

British Steel is catting more 
than 2,000 Jobs hi the first 
stage of the cost reduction 
drive it announced earlier 
this year in response to the 
rise in the pound. 

The company, which yes- 
terday announced a 59 per 
cent slump in pre-tag profits 
to £451m ($735. lm) for the 
year to March 29, set aside 
£6lm in rationalisation 
charges. 

The job reductions are in 


line with the company's 
decision to increase the rate 
of Job cuts from recent levels 
of about 1,000 a year. Last 
year, British Steel reduced 
its workforce by 3.SOO to 
50,400, including 2,100 
through the sale of its forg- 
ings business and 1,500 
through mainstream cuts. 

Sir Brian Moffat, chairman 
and chief executive, warned 
profits could fall further in 
the current half-year, which 
ends in September, s ince the 
filll eff ec t of sterling’s 20 per 
cent appreciation since last 


summer had yet to become 
apparent in British industry. 
“The probability is that the 
biggest effect will be in these 
six months." 

Sir Brian said that while 
he was “cautiously optimis- 
tic” about the outlook for 
steel trading, given signs of 
recovery in demand in west- 
ern Europe, he remained 
concerned about sterling's 
current strength. 

He added: “The strength of 
sterling is a problem to Brit- 
ish Steel and to many of its 
UK customers who are also 


significant exporters.” 

The company's financial 
results were in line with 
City analysts' forecasts and 
the shares closed 4 3 ,ip down 
at 158'/ip. Earnings per share 
fell by more than half to 
15.22p. The dividend was 
unchanged at 7p for the final 
payment and lOp altogether. 

The company also 
announced plans to take a 
majority stake in a USSGOOm- 
$900m steel mill in Indon- 
esia, to be developed in part- 
nership with PT Bakrie & 
Brothers, the Indonesian 


jobs 

conglomerate. If the project 
goes ahead, it could add 
about lm tonnes of steel a 
year, to British Steel's cur- 
rent output of 15m. 

The company is continu- 
ing its campaign against 
subsidies for European 
Union steelmakers and has 
asked the European Commis- 
sion to investigate reports 
that the Walloon regional 
government In Belgium is 

preparing to finance the res- 
cue of Forges de Clabecq, a 
steel group which went 
bankrupt last year. 


Britax makes 
its largest 
acquisition 

Buderus engineering group. 


NU and Woolwich conversion offers stir market 



BramknCoar 

0-r) Richard Harvey. FD; George Paul, chai rman; and Allan 
Bridgewater, CEO viewing the trading at Klein weal Benson 


By Richard Wotffe, 

MkBands Correspondent 

Britax International, the 
automotive and aircraft 
products group, yesterday 
announced its largest acqui- 
sition with the DM2 05m 
($118.40m) purchase of Bude- 
rus Sell of Germany. 

Britax, formerly known as 
BSG International, said the 
deal created the world's sec- 
ond largest player in the 
£440m-a-year aircraft interi- 
ors sector, after BE Aero- 
space of the US. 

The purchase is Bri tax’s 
first substantial acquisition 
since the sale of its Bristol 
Street car dealerships for 
£72m earlier this year. 

Mr Richard Marten, Britax 
chief executive, said: “This 
Is a cracking deal. Buderus 
Sell’s profits and turnover 
have been growing 
extremely strongly and it 
enhances earnings before 
any synergies from day one. 
The acquisition reinvests the 
Bristol Street proceeds into a 
business with much higher 
quality earnings." 

Mr Marton added that Bri- 
tax was considering “a num- 
ber of possible smaller 
operations” as potential 
bolt-on acquisitions, as the 
process of consolidation in 
the sector continued. 

Buderus Sell, part of the 


reported pre-tax profits of 
DMiO.Sm on sales of 
DMl06m for the year to last 
September. 

The aircraft interiors com- 
pany is being sold with a net 
cash balance of about 
DM25m. 

Based in Her bom, Buderus 
Sell employs around 500 staff 
producing galleys and ovens 
in Germany and the US. It 
also owns a 50 per cent stake 
In Dasell, a joint venture 
with Daimler-Benz Aero- 
space Airbus, which is the 
sole supplier of lavatory 
modules for Airbus aircraft. 

Buderus Sell reported “an 
exceptionally strong start” 
to the current year as well 
as a good three-year order 
book, after completing a 
wide-ranging restructuring 
over the past three years. 

Britax said the deal would 
strengthen its market posi- 
tion with complementary 
products and customers. Bri- 
tax supplies lavatories to 
Boeing’s 737 aircraft, but is 
best-known far its first-class 
seating based on the “flying 
bed" concept 

Hie deal led analysts to 
lift their forecasts for Bri- 
tax’s pre-tax profits from 
some £38m ($6L94m) to £39m 
tins year, and about £4R5m 1 
next year. Hie shares gained i 
l.5p to 9&5p. I 


Building 

society 

windfall 

frenzy 

By Christopher 
Brown-Humes 

Windfall frenzy gripped the 
I financial services sector yes- 
terday after a successful 
market debut by Norwich 
Union and suggestions of a 
hi gher-than -expected flota- 
tion bonanza for the 2.5m 
members of Woolwich build- 
ing society. 

Shares in Norwich Union 
closed at 324 .5p, providing 
the life insurer's 25m mem- 
bers with an average wind- 
fall worth more thaw £i,500 
($2,445). Hie price was com- 
fortably above the 290p pub- 
lic offer price set an Sunday, 
but short of the 356p opening 
level, partly because of the 
overall fall in yesterday's 
stock market 

It means the 766,000 people 
who will receive additional 
shares in the company at a 
discounted 265p price were 
sitting on a theoretical profit 
of 60p a share last night 

Meanwhile City Index, the 
financial bookmakers, pre- 
dicted Woolwich shares 
would dose at between £357 
and £3.37 when the new 
hank starts trading on July 
7. 

A 332p price would pro- 
duce a windfall worth at 
least £1,494, as all Woolwich 
savers and borrowers will 


receive a minimum Of 450 
shares. In January, Wool- 
wich forecast a £844 mini , 
mum windfall. 

However, the average allo- 
cation of 655 shares would be 
worth about £2,174, against 
the £1533 predicted in Janu- 
ary. Hie pay-out to someone 
with £50500 in savings, who 
Is also a borrower, would be 
worth £9,628. The price 
would value Woolwich at 
about £5.3bn. 

Norwich Union is worth 


about £655bn at yesterday's 
closing price, making it toe 
country's third largest 
quoted insurer after Pruden- 
tial and Royal & Sun Alli- 
ance. 

Its debut, which ends 200 
years of mutual ownership, 
was overshadowed by the 
general market weakness, 
but the shares were sup- 
ported by institutional 
demand- Turnover amounted 
to 149m shares, about 17 per 
cent of the total market 


Dividend 
held 
despite 
59% fall 

By Stefan Wagstyi, 

Industrial Editor 

British Steel has held its 
dividend despite a 59 per 
cent drop in annnal pre-tax 
profits caused by the 
pound’s appreciation and a 
fall In steel prices. A final 
dividend of 7p makes an 
unchanged total of lOp. 

Sir Brian Moffat, the 
chairman and chief 
executive, dismissed 
suggestions that the 
company might have 
considered cutting the 
dividend because of toe fall 
in its profits and an 
uncertain outlook for 
1997-98. 

“We considered the 
dividend in toe light of the 
company’s trading situation 
and strength. There was no 
debate on cutting the 
dividend at the board at 
all,” be said. 

Turnover rose 2 per cent 
to £7.22bn (Sll.Sbn) with 
increases in output 
compensating for declines in 
income per tonne. Operating 
costs rose 12 per cent to 
£6-85bm due mainly to the 
consolidation of A vesta 
Sheffield for toe toll year. 

Operating profits were 
£389m, down from £1.07bn, 
and earnings per share fell 
to l&52p (38.28p). 

British Steel said all its 
businesses were affected by 
sterling’s rise and the 
downturn in steel markets. 
But A vesta Sheffield, the 
51-per-cent-owned Swedish 
stainless steel subsidiary, 
was particularly badly hit 
and posted a £7m pre-tax 
loss compared with a £228m 
profit It suffered from a 
sharp drop in stainless steel 
prices and from delays in 
commissioning cost-cntting 
investments. 

Capital investment 
reached £41 3m, the highest 
since 1991, including the 
cost of completing the 
Tuscaloosa mill in Alabama 
and torther work at Trico, 
toe group’s joint venture j 
with domestic producer LTV 
of the US and with 
Sumitomo Metal, of Japan. 


LEX COMMENT 

NatWest 


NatWest 

Share price rrisUva to the 
FTSE fiataU Banks index. 
IBS 



It has not been a happy 
June for National West- 
minster Bank, first there 
was news that it had initi- 
ated unsuccessful merger 
talks with Abbey National. 

Now comes the admission - 
that its investment bank- 
ing arm. NatWest Markets, 

Is not performing up to 
scratch. To admit to weak- 
ness is no sin, but twice in 
a month starts to look like 
a losing habit 
Of -course, a decision to 
focus on maximising 
returns is welcome, albeit , 
it is late in the day. But 

yesterday’s announcement 
testifies to a deep-sealed confusion: last year it 
was expanding, with acquisitions like Greenwich. 
Gartmore and Hambro Magan. Now it is pulling in its 
horns. 

More important, its current activities resemble an 
agglomeration of boutiques rather than an integrated 
Investment bank. Successful banks leverage customer 
relationships across different product barriers. Employees 
learn to develop the franchise, not their own patch. Nat- 
West Markets, however, still resembles a bunch of distant 
relations rather than dose family. And the grey hierarchi- 
cal culture of the clearing bank parent remains an 
unpromising backdrop for the egos and entrepreneurs of 
investment hanking. 

Decent returns are possible in investment banking, but 
even after yesterday's news, NatWest Markets looks a 
long way from having discovered toe recipe. This time 
round Mr Martin Owen walked the plank, but Mr Derek 
Wanless, toe chief executive, and Lord Alexander, the 
chairman are also heavily implicated in this failure. 


Camellia lifted 
by tea demand 


By Jane Martinson 

Increased demand for tea in 
the former Soviet Union 
helped Camellia, the invest- 
ment group, lift 1996 pre-tax 
profits 13 per cent to £l4.6m 
(523.8m) last year. 

Hie directors said that the 
group, which derives a large 
part of its earnings from its 
holding in the Lawrie Group, 
an agricultural producer, 
had benefited from higher 
prices for tea and coffee last 
year. 

Mr David Bacon, the man- 
aging director of Camellia, 
said that relaxed market 
conditions in the former 
Communist states and in 


countries such os Iraq and 
Iran more recently had 
increased toe global demand 
for tea. Depressed supply in 
the world’s coffee markets 
had also improved profits in 
the period. 

The company forecast a 
continuation of the improve- 
ment as a drought in toe tea 
market looked set to lift 
prices further this year. 

Total sales fell from E22Qm 
to £212m after the discon- 
tinuation of an associated 
fisheries business. However, 
operating profits rose almost 
9 per cent to £185m as mar- 
gins improved on the back of 
the rise in commodities 
prices. 
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Psion launch hit by slowing sales 


By Christopher Price 
and Paul Taylor 

The launch of a new 
generation of palm-top com- 
puters by Psion was over- 
shadowed yesterday when 
the specialist manufacturer 
warned of a “slowdown" in 
sales and the continued 
strength of sterling. 

The shares fell 97V4p, or 19 
per cent to 407%P- Analysts 
cot 1997 pre-tax profit fore- 
casts from £2fcn ($39 Jm) to 
about £16-5m, just ahead of 
last year’s £L6m- 

Mr David Potter, chair- 
man, said toe problem had 
been caused by the group's 


distributors de-stocking 
ahead of toe launch of Series 
5. While sales of the Siena 
personal organiser had been 
“disappointing", the estab- 
lished Series 3 computer had 
held np well. 

“We warned at the time of 
the preliminary results, and 
again at t he annual meeting, 
that because of Series 5, 1997 
will be a year of transition 
for Psion," he said 

The group's performance 
would he affected for a num- 
ber of months until the new 
series was established, he 
added. 

Psion has invested heavily 
In Series 5, which represents 


its response to rival hand- 
held machines based on 
Microsoft's new Windows CE 
computer operating system. 
Its acceptance in the per- 
sonal and corporate markets 
is also likely to have an 
important influence over 
Psion’s future financial and 
share price performance. 

Hie pocket-sized machine, 
which will be available next 
month priced from £499, 
builds on the Series 3 
machines. 

Software and a cable to 
connect to leading GSM digi- 
tal mobile telephones will be 
available later this year. Hie 
emphasis on communica- 


tions came as little surprise 
to analysts following last 
year’s attempt to buy Ams- 
trad, Mr Alan Sugar’s con- 
sumer electronics group, 
with its mobile telecoms 
division being a key attrac- 
tion. 

The machine is the first to 
use Psion’s powerful 32-bit 
EPOC32 operating system, 
and is built around an 
advanced microprocessor 
developed by ARM, the Cam- 
bridge-based group. 

Psion has also licensed toe 
new operating systems to 
other as yet unidentified 
“leading international com- 
panies". 
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US $350,000,000 

UNDATED FLOATING RATE 

PRIMARY CAPITAL NOTES 

In accordance with the Terms and Conditions of toe 
Notes, notice is hereby given that for the Interest 
Period from 17th June 1997 to 17* December 1997, 
toe Notes wiD bear a Raw of Interest of 6.0625% per 
annum The amount of interest payable on 17* 
December 1997 will be US 1308-18 per US $10,000 
Note and US $7,704.43 per US $250,000 Note. 

AGENT BANK: 

Chaxtechottse Bank limited 

a Regtfturd by The and Futures Aurtoritjr 
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PowerGen gains 
Hungary contract 



By Kester Eddy in Budapest 

PowerGen has become the 
first foreign investor in Hun- 
gary to secure a long-term 
power purchase agreement 
(PPA) for an independent 
power project, paving the 
way for a £l6Qm power plant 
in Budapest. 

PowerGen’s Hungarian 
subsidiary Csepel Power has 
signed a 20-year PPA with 
MVM, the Hungarian elec- 
tricity utility, to take power 
from the new Csepel II 
39QMW combined cycle gas 
turbine plant the company 
said yesterday. 

Hie new plant is sched- 
uled to come on stream in 
2000 and will be located on 

V/ 


an island in the Danube, 
adjacent to an existing 
48MW plant purchased by 
PowerGen last year. 

Some foreign investors 
have expressed frustration 
both privately and publicly 
with toe delays encountered 
when seeking long term 
power agreements with 
MVM. 

Mr Deryk King. Power- 
Gen’s group manag in g direc- 
tor, said the deal secured toe 
company’s third big overseas 
project with a month. “It is 
predicted that 3.800MW of 
new energy capacity will be 
required in Hungary by 
2010,” he said. "This plant is 
a significant step towards 
achieving that total,” 
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INTERNATIONAL CAPITAL MARKETS 


Single currency hopes lift Europe 


GOVERNMENT BONDS 


By Michael Undemamt 
in London find John Lfibats 
bi New Yoik 

Europe's main band markets 
edged higher yesterday, still 
positive about recent US 
data and relieved that Euro- 
pean leaders had managed to 
paper over their differences 
about the socalled stability 
pact for the single currency. 

“Yet again, they have 
managed to pull some 
mangy rabbit out of the 
hat," said Ms Phylhs Reed. 
International bond analyst 
at BZW. referring to the 
summit of European Union 
leaders in Amsterdam. “The 
markets are taking a view 
that the single currency is 
going ahead.” 

Mr David Brown, chief 
European economist at Bear 


Steams, was more hesitant, 
about Emu prospects and 
said the emphasis remained 
on deconvergence. “The 
events of the lest month, 
show that Europe is far from 
any kind of stable equilib- 
rium on Emu and, if any- 
thing. underlying tensions 
are getting worse rather 
than better. Emu could eas- 
ily blow up on the hack of a 
number of different medium- 
term factors.” 

Some analysts were sur- 
prised that GERMAN 
BUNDS ended the day 
higher, hut attributed that to 
the strength of US markets, 
in fact, bunds marginally 
outperformed and the spread 
of Treasuries over bunds 
widened one basis point to 
83 basis points. The Septem- 
ber bund future settled at 
101.71, up 0.14. 

FRENCH OATs were little 


different, even though offi- 
cial data showed the 1997 
budget deficit had risen to 
FFr209 bn in the four months 
to the end of April. 

That compares with 
FFr223hn in the same period 
last year but still rep r ese n ts 
about 2.5 pea: cent of GDP, 
analysts said. They warned, 
however, that the make-up 
of the figures was unclear 
and softmad not- to include 
the FFr37bn payment from 
France Telecom. 

Analysts also reported 
demand at the long-end of 
the French yield curve from 
domestic investors, who 
have bolstered the market in 
recent weeks. The Septem- 
ber notional future settled at 

129.20, up 028. 

Interest in the long end of 
the French curve offered few 
rewards, according to Ms 
Reed at BZW. What seemed 


to raairo more sense zn the 
run-up to Emu, she said, was 
the front-end of the Italian, 
Spanish and Portuguese 
curves, betting on the likeli- 
hood that interest rates in 
those countries will have to 
rise to converge with Ger- 
man interest rates as the sin- 
gle currency draws nearer. 

ITALIAN BTPs and SPAN- 
ISH BONOS responded to the 
more positive news about 
Emu. The September BTP 
future reached an intra-day 
high of 13239 before set tling 
at 132.18, up 039 from Fri- 
day's dose. 

The September bono 
future ended the day at 
11638, up from 116.14 before 
the weekend. The spread 
over bunds tightened five 
basis points to 68 points. 

UK GILTS made steady 
•progress upwards, helped by 
a report in the Financial 


Times that Mr Gordon 
Brown, chancellor, was 
likely to abolish the 20 per 
cent tax credit on dividend 
payments in his budget on 
July 2. 

Such a move would make 
gilts considerably more 
attractive than equities, Tsald 
Mr Andrew Roberts, gilts 
analyst at UBS. 

The September gilt future 
settled at ll4g. up from 
114% at its dose on Friday. 
The yield spread of gilts over 
bunds tightened one basis 
point to 147 basis points. 

US TREASURY prices rose 
strongly at mid-session, con- 
tinuing to benefit from posi- 
tive sentiment about the out- 
look for inflation and 
interest rates. 

By midday, the benchmark 
30-year bond rose g to 99&, 
pushing long-term yields 
downward to 6.692 par cent 


The long bond was on course 
to yield less than 6.7 pm- cent 
at the dose for the first time 
since late February, just 
prior to the Federal 
Reserve's last tightening of 
monetary policy in March. 
The shorter-term two-year 
bond also rose slightly by &, 
yielding 5391. 

“The markets have a posi- 
tive tone now, with many 
expecting the Federal 
Reserve to hold In July," 
said Mr Kevin Logan, senior 
economist with Dresdner 
Kleinwort Benson. "Inves- 
tors are feeling less risk as 

they move out on the yield 
curve." 

Mr Logan also said inves- 
tors were guided by the 
pyparbifion that today's con- 
sumer price index data 
would remain “benign", with 
little sign of an inflationary 
resurgence. 


KDB innovation cuts 
cost of borrowing 


New international bond issues 


INTERNATIONAL BONDS 


By Edward Luce 

Dollar issuance kept up its 
lively pace yesterday with 
almost $3bn in new offer- 
ings. mostly in the five-year 
sector. Bankers said that the 
strong showing In US Trea- 
suries last week had freed up 
liquidity for “spread-deals” 
in the corporate market 

“Demand is still very 
strong For dollars but inves- 
tors are a little mare defen- 
sive, so they’re looking more 
at the short end of the matu- 
rity curve," said one official. 

The KOREAN DEVELOP- 
MENT BANK struck an 
innovative note with a 
$3 00m floating-rate note 
issue linked to the bank's 
credit rating. Officials at 
Goldman Sachs, sole 
arranger of the deal, said 


European Investors were 
reassured by the put option 
on the deal, which enables 
them to redeem the bonds if 
the EDB’s rating falls. 

In practice, however, the 
KDB is unlikely to see its 
rating fall from its current 
Al/AA- to below A3 or A- 
despite the country’s eco- 
nomic travails. The struc- 
ture is therefore seen as an 
effective way of reducing the 
KDB's funding costs. 

“This has probably 
reduced the offer spread by 
between five and 10 basis 
points." said an official. The 
five-year bond, which is call- 
able after three years at par, 
was priced to yield 18.75 
basis points over three- 
month Libor. 

JFM, Japan’s municipal 
funding agency, bucked the 
fashion for shorter maturi- 
ties with a benchmark $400m 


10-year r rfT i p rtng- An nfflHal 

at Merrill Lynch, which led 
the issue with Tokyo-Mitsu- 
bishi, admitted the deal was . 
“not a blow-out but it was 
comfortable”. The bond was 
priced to yield a spread of 23 
basis points over Treasuries. 

“We really did our home- 
work on this,” said an offi- 
cial. “At 22 basis points it 
would have been way too 
tight and 24 basis points 
would have bean a blow- 
out” The price was compa- 
rable with the 23 basis 
points offered by Toyota 
Motors recently and the 24 
basis point spread offered by 
the Japanese highways 
agency, he added. 

HITACHI CREDIT tapped 
the markets for the first 
time this year with a 9200m 
offering at 28 basis points 
over Treasuries. An official 
at J.P. Morgan, sole lead 
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Jti 2002 aim - Lehman Bnsthera/UBS 

Jut 2007 032SR +23fB%MajC7) MerrB/Tokyt>44Bsubtohi 
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Jim 2002 0875R +320j6V5%-02) Cttfcenk tottnttkmal 
Jul 2007 0.625R +100(645 X-OftMarrSLyr^ra 
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Dae 2003 02758 +6ff*Sep03) OaMOdp 
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manager, it was deliber- 
ately priced to yield more 
fhan th» secondary market 
rate of its previous five-year 
issues, which are trading at 

around 22 basis points over 
Treasures. The bonds were 
popular in the UK 
The LEBANESE REPUB- 
LIC benefited from World 
Bank su ppo rt with a $i00m 


offer at just 100 basis points 
over 10-year Treasuries. The 
World Bank guaranteed the 
principal on the bond thus 
saving “at least 100 basis 
points” in funding costs, 
according to an official at 
Merrill Lynch, sole lead 
manager. The proceeds will 
go towards a Lebanese elec- 
tricity project 


US offkhare funds bought 
heavily into DEN NORSKS 
BANK’S first eurodollar 
since 1993, according to an 
official at t jihman Brothers, 
which led the deal with UBS. 
The five-year $50Qm floater 
was priced to yield five basis 
points over libar. The Nor- 
wegian bank apparently ben- 
efited from rarity value. 


^APITAI markets news digest 

Moody’s expands 
high-yield ratings 

I sa^a’SKSgsgSgl - 

lowe>rated companies * 

or “j unk bond'”, market The Caa . ii ni? 

PvpandPd to three levels, Caal. Caa-.. and , 
with the ratings in the B and A area. Currenflj. the 

was made Ukrtre quests 

by institutional investors. The ^ n , c ^ r n ?T h :if . ipld 
dramatic expansion of the lower end of tlm hi^eW 
market in terms of the number of ° de 

issues and the increasing investor appetite for this grade 
of risk”. A strong economy and low mtffl-est rates have 
helped stir investor enthusiasm for junk bonds. 

Moody’s currently rates more than WWWtaoJ debt, < rf 
which $2L5bn fells in the Caa category. Junk bonds are 
defined as those rated below Ba^ AVwr York 

Sabanci IPO aims for $ 210 m 

KaHangj Holding, the Turkish financial and Industrial 
conglomerate, yesterday began a series of roadshows for 
anStial public offering of shares through which it hopes 
to raise up to 8210m. The company plans to sell 5bn 
shares, representing 10 per cent of its capital. 

About 90 per cent of the offering will be directed at 
foreign investors and 10 per cent will be allocated to 
Turkish institutions and retail investors. The ordinary 
shares will be listed on the Istanbul stock exchange Mid 
as American Depositary Receipts in London. The ADRs, 
which represent 250 shares, are likely to be priced 
between $9 and $10.50 while the price of the shares will be 
between 36 cents and 42 cents. The offer is likely to be 
priced in the week beginning June 30 and is e xpec ted to 
begin trading a week later. Michael Undemamt. London 

Banks prepare A$ 350 m issue 

Fund managers will be wooed this week by banks 
underwriting one of the largest inflation-linked bond 
issues to be launched on the Australian debt markets. 
Market participants say the A$350m (US$269m) issue - 
part of the financing for the Loy Yang A power plant in 
the state of Victoria - could soon be followed by other 
innovative deals. 

wohinrt the trend is a handful of infrastructure projects 
being financed in the capital markets, instead of by bank 
loans, as been common practice in the past. 

Australia & New Zealand Banking Group is underwriting 
A$200m of the bonds. Macquarie is underwriting ASlOOm 
and Australian Mutual Provident Society is underwriting 
$50m. several sources familiar with the transaction said. 

The bonds are just a part of the project finance for the 
project, which a consortium led by CMS Energy of the US 
bought for A$4.7bn. The financing consists of roughly 25 
per cent in equity and 75 per cent in debt 

AP-DJ. Sydney 





WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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6.750 
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5.750 

ovur 

992400 

+0230 
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8.790 
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729 

Japan No 145 
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1.61 

1.74 
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No 182 
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ZA7 

2.43 

Netherlands 

5.750 
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101.4400 

+1100 

535 
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1® 

Portugal 
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02/D6 

121.1000 

+1700 
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144 

630 
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7^50 
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835 
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6.71 

Sweden 
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7.11 
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+3/32 

190 

732 
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7.18 
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BOND FUTURES AND OPTIONS 




France 








■ NOTIONAL RTBtCH BOND FUTURES (MA78=) FFrSOO.000 



Open 

Seri price Change High 

Low 

Eat voL Open tot 

Jun 13058 

13096 

+038 

13124 

13146 

22.890 21075 

Sep 128.88 

129.20 

+028 

129.52 

128.74 

151.451 197388 

Dec 8730 

96.12 

+028 

98.14. 

97-80 

404 

1.175 

■ LONG TERM FRENCH BOND OPTIONS (MATTF) 





■ BUND FUTURES OPTIONS DM25O000 point* of 100% 


Strike 

Price 

Jd 

Aug 

CALLS - 
Sep 

Dec 

Jut 

**9 

PUTS — 
Sep 

Dec 

HI SO 

142 

031 

133 

1.09 

021 

0.60 

032 

133 

10200 

117 

055 

178 

039 

146 

184 

1.07 

2.13 

1Q2S0 

105 

nas 

157 

172 

034 

1.14 

1.36 

2^*6 

Eat «ct amt Cate 11800 Pure ISOS! Prevtoua dayto open tot, Cate 10O4S7 Puts 223535 


Italy 

■ NOTIONAL ITALIAN GOVT. BOW) (BTP) FUTURES 

(LfFFQ- Lira 200m lOOths of 100% 

Open Sett price Change Vfrgh Lew Eat voi Open tot 
Sep 131.61 132.18 +039 132-39 131.68 52341 82612 

Dec • 10508 +034 0 300 

■ ITALIAN GOVT- BOND pIP) FUTURES OPTIONS (LFFig LfraZmi 10t»B erf 100* 


Strike 

Woe 

8000 

8050 

8100 

Ere. vbl wai. i 


CALLS 


Sep 


Dec 
2508 
2458 
2408 

l 2*2* Put* 71®. Ptwtou* Cmf " a 


Sep 


PUTS 


Dec 
0 
0 
0 

opan M. CM* 46022 Pi** 48883 


Spain 

■ NOTIONAL SPANISH BOND FUTURES (Mffq 


Open Sett price Change High Low EsL voL Open Int 

Jiff 116.90 11738 +040 117/47 11837 87.890 26389 

Sep 116-10 11056 +044 11085 11008 60673 92327 

UK 

■ NOTIONAL UK GILT FUTURES jUFFQ- £50,000 32nda at 100% 

Open Sett price Change High Low EbL vd Open tot. 

Jiff 114-13 114-28 +0-10 114-27 114-13 995 1763 

Sep 114-01 114-13 +0-09 114-16 114-00 33306 161994 

■ LONG GO.T FUTURES OPTIONS (UPFE) £50.000 B4tte> of 100% 


Strike 


CALLS 


PUTS 


Price 

Jd 

Aug 

Sep 

Dec 

Jul 

Aug 

Sep 

Dec 

114 

0-44 

1-14 

1-37 

2-09 

0-18 

0-.52 

1-11 

2-07 

115 

0-13 

0-48 

1-05 

1-44 

0-81 

1-20 

1-43 

2-42 

TIB 

0-C3 

0-25 

0-48 

1-19 

1-41 

1-63 

2-20 

3-17 
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Gilt Edged Activity Indices 
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CURRENCIES AND MONEY 


EU deal fails to buoy the dollar 


MARKETS REPORT 


By Simon Kuper 

The dollar fell yesterday, 
despite a European Union 
deal on budget stability and 
Jobs pacts that seemed to 
keep European monetary 
union on track. 

BU finance ministers meet* 
ing at the Amsterdam sum* 
mit yesterday said they had 
.struck a deal which would 
; leave the BU's budget stabil- 
ity pact intact, and said they 
would add a separate resolu- 
tion on jobs growth. This 
apparent triumph for France 
looked at first glance like 
good news for the dollar, 
firstly, the deal left the mar- 
kets all but certain that Emu 
would . proceed without 
delay, so that the D-Mark 
would disappear into the 
euro, “ft appears that the 
political ■ objective of a timely 
EMU is overriding." said Mr 
Keith Edmonds, chief ana- 
lyst at : IBJ International in 
London Secondly, some said 


a jobs pact could lead to rela- 
tively loose fiscal and mone- 
tary policy undo: Emu, 

Vet the dollar closed (X8 
pfennigs down in London at 
DMl.730, and YL 2 lower 
against the yen at Y113-5. 
The US currency, after ini- 
tially threatening its high 
for 1997 of DML7423 to the 
D-Mark, succumbed to profit 
taking in the after- 

noon. But volumes were low. 
Currency strategists said the 
D-Mark held up well because 
the markets had already 
priced in the ElTs deals - 
the dollar had surged on Fri- 
day - and because so little 
detail emerged on the jobs 
pact yesterday that traders 
were uncertain whether it 
would have teeth or not Mr 
Nick Parsons, currency 
strategist at Paribas Capital 
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Markets in London. «a(ri that 
in the absence of detail trad- 
ers largely shrugged oft the 
pact. The lira and the 
French franc barely firmed. 

The dollar suffered from 
the diminishing belief that 
the Federal Reserve would 
raise interest rates next 
month, and on prospects of a 
further leap in Japan's trade 
surplus. May figures out on 
Wednesday are expected to 
show a year-on-year rise in 
Japan's surplus of 200 per 
cent or more, driven largely 
by strong exports to the US. 

The US trade balance for 
April is due on Thursday, 
keeping the issue firmly in 
the market's mind. The 
Group of Seven meeting in 
Denver later this week is 
seen by traders as a poten- 
tial forum for new US 
demands that Japan reduce 
its surplus. The yen also 
firmed further against the 
D-Maik yesterday, to Y65.60. 

Japanese officials tried to 
moderate the yen’s rise. Mr 
Shinn Sato, minister of inters 
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national trade and industry, 
said: “Our position is that 
neither a further apprecia- 
tion nor a depreciation of the 
yen Is desirable." 

■ Most currency strategists 
think that if the ELTs new 
jobs pact turns out to be 
more than mere words, it 
could bode a “marshmallow" 
soft euro against the dollar. 
If EU states do spend signifi- 


cant amounts of money to 
create jobs, the strategists 
reason, then inflation could 
erode the euro’s value. 

Mr Avinash Persaud, cur- 
rency strategist at JJP. Mor- 
gan in London, takes a some- 
what contrary view. A 
strong Jobs pact, he says, 
could mean a strong euro in 
the long term. That is 
because such a pact would 
probably raise economic 
growth in Europe, and thus 
lead to higher interest rates. 

Without a jobs pact, says 
Mr Persaud, a future Euro- 
pean central bank would 
have to leave interest rates 
low in order to stimulate 
growth. In that case the euro 
would likely be weak against 
the dollar. 
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But strategists noted yes- 
terday that there seemed to 
be so signs that the jobs 
pact would be accompanied 
by new spending. “Nobody 
has any money,” said Mr 
Paul Home, international 
economist at Smith Barney 
in Paris. The Jobs pact might 
therefore mean “zilch", he 
warned. 

■ The Australian dollar fell 
again yesterday as prospects 
grew of a fifth rate cut in a 
year. After data last week 
showed a rise in Australian 
unemployment for May*. Mr 
Peter Costello, treasurer, 
yesterday forecast lower 
interest rates. 

Many economists said that 
if the US Federal Reserve 
left rates unchanged after its 
Open Market Committee 
meeting on July 1 and 2, 
Australia would probably 
cut its rates. Official cash 
rates stand at 5£ per cent. 
The Aussie dollar softened 
0.4 cants against the US dol- 
lar yesterday to AS1-3357. 
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9688 

+OJ)1 

8688 

96 87 

6999 

170712 

Sap 

96.83 

8682 

-o.ai 

98.84 

9682 

30523 

265748 

Dec 

9674 

8673 

-0.01 

9675 

8673 

16827 

264722 

Mar 

9664 

8683 

•0.02 

96 66 

9663 

15187 

233873 

■ ONE 

MONTH EUROMAHK FUTURES (LFFD 

‘ DM3m pointa of lOO-b, 


Open 

Sett price Change 

High 

Low 

Eat. vol 

Open inL 

LJun 

9690 

9681 

- 

8690 

9690 

6 

3826 

Jul 


9690 

- 



0 

42S 

Aug 


8688 

- 



0 

190 

Sep 


9688 

- 



0 

3 

■ TMRH MONTH BWNHJRA PUTURS8 (UFFE)‘ LlOOOm pomta ol 1004b 


Open 

Settprice Change 

Hgh 

Low 

Eat. vol Open mt 

JlXl 

83.15 

93.13 

-0.05 

93.17 

83.14 

7924 

50823 

Sep 

9239 

93.37 

-CL03 

9342 

93X6 

22664 

110086 

Dec 

93.68 

93.70 

-0.01 

83.74 

93.68 

7794 

65511 

Mar 

83.87 

9331 

+0.04 

93.83 

93X7 

6061 

42606 

■ THRB 

E MONTH EURO WR88 1 

FRANC PUTtMH fiJFFE) SFrlm poWa ol 100% 


Open 

Settprice Change 

Hgh 

Low 

EsL vol 

□pen mi 

Jun 

8671 

9673 

+0.03 

9672 

8689 

2054 

30169 

Sep 

965S 

9654 

-0.04 

8661 

8648 

11433 

66808 

Dec 

9642 

an ra» 

-am 

9843 

9632 

4244 

38799 

Mar 

9626 

9826 

-0.02 

9627 

88X1 

505 

15093 

■ THREE MONTH ■UHOVM FtlTURB (UFFE) YlOOm points of 100% 


Open 

Sort price Change 

Mgh 

Low 

Eat vol 

Open InL 

Sep 


99.31 

-002 



0 

nfa 

Dec 

88.08 

99.06 

-CL03 

89X8 

98.08 

5 

n/a 

Mar 


9687 

-002 



0 

n/a 

■ TKRB MONTH ECU nrnntES (UFFE) Eoulm poklta o( 100% 



Open 

Settprice Change 

High 

Low 

EsL vol 

Open M. 

Jim 

B5J35 

85^2 

-003 

95X5 

85X3 

433 

5200 

Sep 

9688 

9690 

+0X2 

95.82 

96X7 

1748 

7813 

Dec 

9684 

95.87 

+0.03 

96B6 

95.84 

254 

5639 

Mra 

8680 

95^2 

+0.03 

95X1 

96 BO 

26 

4121 

* LFFE (ukiee ahe traded an APT 






■ EtmOURA OPTWM {UFPQ LlOOOm points ol 100% 



















Price 

Jun Sep Dec 

Jim 

Sep 

□ac 

9300 

0.13 049 0^3 

0 

612 

0.13 

9325 

0 

0J1 663 612 

ai9 

0.18 

9380 

0 

617 047 0J7 

0X0 

0X7 


Ere. voL KHL call 301 Putt 176 PnMoire ctny*» open nL. Cafe 1B0Q3? Pure 93797 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Jun 18 BfV DKr FFT 

DM 

K 

L 

H 

NKr 

Ea 

Pta 

SKr 

SFr 

£ 

CS 

S 

Y 

Ecu 

Belgium 

(BFr) 

100 

1645 

16X5 

4.847 

1X47 

4758 

5452 

2044 

489.1 

4084 

21.77 

4.035 

1.711 

3X72 

2X03 

318X 

2463 

Danmarh 

(DKr) 

54.19 

10 

8X59 

2X27 

1X01 

2579 

2X55 

11X8 

266.0 

2212 

11X0 

2.187 

0X27 

2.068 

1X19 

1722 

1X46 

France 

(FFr) 

61.17 

11X9 

10 

2X65 

1.130 

2911 

3X35 

12X1 

298-2 

2505 

13X2 

2468 

1X47 

2X53 

1.715 

194X 

1X19 

Germany 

(DM) 

20-63 

3X07 

3X72 

1 

0381 

981.6 

1.125 

4X18 

1009 

8447 

4491 

0X32 

0353 

0799 

0578 

B5X0 

0512 

Ireland 

PE) 

54.16 

8X93 

8X53 

2.625 

1 • 

2577 

2X53 

11X7 

264X 

221.7 

1179 

2.185 

0826 

2X87 

1X18 

172X 

1X45 

Italy 

« 

2.102 

0X88 

0344 

0102 

0039 

100 

0115 

0430 

1028 

6605 

0458 

0085 

0036 

0X61 

0X59 

6683 

0X52 

Netherlands 

(FI) 

18X4 

3X85 

2X88 

0X89 

0339 

872.7 

1 

6750 

88.70 

75.10 

3X83 

0740 

0314 

0710 

0X14 

58X3 

0455 

Norway 

(NKr) 

4691 

9X26 

7X96 

2X71 

0X03 

2328 

2X87 

10 

238X 

2002 

1065 

1X74 

0X37 

1X94 

1X71 

155X 

1X15 

Portugal 

(Es) 

2a45 

3.773 

3X42 

0X91 

0378 

872X 

1.115 

4.180 

100 

83.72 

4.451 

0X25 

0350 

0792 

0X73 

85X2 

0508 

Spain 

(Pta) 

24/42 

4X07 

3X93 

1.184 

0.451 

1182 

1X32 

4X93 

118X 

loo 

5X17 

0888 

0418 

0X46 

0685 

77X7 

0605 

Sweden 

CSKr) 

45X4 

6477 

7X09 

2X27 

0848 

2108 

2X05 

9X81 

224.7 

1B8.1 

10 

1X54 

0788 

1.779 

1X87 

1461 

1.141 

Switzerland 

(SFri 

24.78 

4X73 

4X51 

1X01 

0458 

1178 

1X51 

5X87 

1212 

1012 

5X95 

1 

0424 

0960 

0X05 

7681 

0.815 

UK 

M 

5645 

1679 

9X55 

2X33 

1X79 

2781 

3.187 

11X5 

285X 

2382 

12.73 

2259 

1 

2X63 

1X38 

1852 

1451 

Canada 

(CS) 

25X3 

4.786 

4X22 

1X52 

0477 

1229 

1408 

5X80 

126X 

1052 

5X23 

1X42 

0442 

1 

0724 

82.13 

0641 

USA 

C8 

35X8 

8X84 

5X33 

1.730 

0X59 

1696 

1X45 

7X94 

174X 

1461 

7.767 

1440 

0610 

1.381 

1 

1132 

0686 

Japan 

ffi 

31/45 

5X03 

5.141 

1X24 

0X81 

1488 

1.715 

8429 

153X 

1282 

6X46 

1X89 

0538 

1X1B 

0X81 

100 

0781 

Ecu 


40X8 

7/432 

6X84 

1X52 

0744 

1818 

2.186 

8X34 

197X 

184X 

6768 

1.825 

0888 

1X59 

1.129 

1261 

1 


OMah Kroner, FtoKh Free. NcxmoMi Kroner, reel ** e «rtlih Kronor per itk Be4|hn Franc. Yen. 
■ D-MARK PUTURSS (MuQ DM 125400 per DM 


perm 


PMMI Yen 125m per Yan 100 



Open 

Latest 

Change 

Wgh 

Low 

EsL vol Open InL 


Open 

Latere 

Change 

«flh 

Low 

EsL vol Open mt 

Jun 

0X7B5 

0X771 

+0X018 

05786 

0X756 

6788 

40X59 

Jun 

0X716 

08796 

+0X068 

0X812 

08712 

6X09 

36132 

Sep 

05785 

0X806 

+00016 

05824 

0X784 

34X97 

84X66 

Sap 

0X830 

08811 

+0X091 

OB832 

0X816 

23X68 

47,753 

Dec 

05684 

0X864 

+0.0035 

05864 

02855 

277 

796 

Dec 

08035 

09030 

+00094 

0X035 

09030 

52 

1X13 


(1MM) gr 125400 per SFr 


■ ilEBUB WHIMS QMh8 £82300 per £ 


Jun 

0X930 

0X940 

+0X012 

0X940 

0X827 

3429 

17X08 

Jun 

1X356 

1X350 

-00014 

1X370 

1X350 

3X57 

23X64 

Sep 

06995 

07002 

-0X003 

07020 

06894 

15X51 

31X87 

Sap 

1X312 

1.6310 

-00018 

1X340 

1.6300 

21X68 

31X23 

Dec 

07100 

07100 

+0X018 

07100 

07100 

22 

786 

Dac 

- 

1X260 

- 

- 

1X280 

4 

127 


UK INTEREST RATES 


LONDON MONEY RATES 

Jm 18 Over- 7 days 

night nodes 


EMS EUROPEAN CURRENCY UNTT RATES 

Jsn 16 Ecu can. Rata Change % +/- from % spread ON. 

rates e g ai nat Ecu on day can. noa v weateat bid. 


One Dana She 

month months months 


One 

yaw 


tntrahrek Sterflng 6% - 5 V 2 - 8t« 6& ■ 6& 6ft - 6* 8% - 6* 7£ - 6fJ 
SterBng CDs eU - 6^ 5% - Bft B\ - Stt 6ft - 6Q 

Traesury Bite - - 6* - 6« - 6iJ - 

BankBRs - - 6g - 6ft 6^ - 8fi ® 

Local authority dope. 6^ - 6>+ 8^ - 6g - % 6ft - Bii $2-6% 7£-0H 

Cfecourfl Iferkot daps 6, 7 « - 6% 6% - 6% - 

UK ctaartig trank baae leafing rate 6^ per cert tarn Jun 6 19B7 

Up to 1 1-3 3-6 5-0 


month month 


9-12 

months months montha 


Carts of Tax dap. £100400) 2^ 5^ 5 6 4\ 

Cana ol Tax dap. incMr £106000 h 2>2pa Depoaka «a&cfcrem lor eaah jVpc. 

fee. tender rale of daoraret on Jrai 16 631 lOpc. BCGD feed nfe StbEfeOR Rnano^ urea 

i«i dfe May 36 1907. Apraed rate lor parted Jun 26 1987 ta 26, 1B97. S*eme3i 7J8pa 

neteranc* rare terpeftra Maai, 1B07 re May 36 iWT. Schemea hi a v 6334*. fkarroe 

House Baae HUB 7pc tom Jun 1. 1897 

■ TM— —ORTH >TCTmRI WIW»M» JJFFS) ESOOJOO potrtaoflOOM 



Open 

Settprice Change 

High 

Low 

BtL vol 

Open fait 

Jun 

93X8 

83X0 

+001 

83X0 

83X8 

8348 

95087 

Sep 

93.16 

83.18 

+0X3 

9618 

8614 

18047 

128925 

Dec 

92X8 

83X2 

+0X3 

83X2 

82X8 

11344 

111007 

Mar 

92.BS 

92X3 

+0X3 

82X3 

(» an 

4100 

63096 

Jun 

03 10 

82X5 

+003 

82X6 

82X1 

1700 

46333 


AM traded on APT. Al Open briaraH fig* are ter rae*»* 

■ SHORT SmtUtO OFnOK) (UFFg ES0Q400 poWs of 100W 


Sldka 

Price 

gm 

9350 

8375 


GALLS 


Jun 

006 

0 

0 


046 

0.01 

0 


Deo 

046 

041 

0 


Jut 

601 

620 

045 


PUTS 

Sap- Dec 
0.13 629 
033 038 
657 673 


OL veL total. Grib 405 Pub ZKP- rtretara dej^ epm Ira- Cafe 184374 Pus 188818 


Ireland 

0.796709 

6747547 

+6001702 

-641 

9X1 

43 

Finland 

5X5424 

5X7535 

-6006M 

0X6 

222 

-2 

Portugal 

197X95 

198XM 

-609 

0/49 

2X9 

-3 

Italy 

1905.43 

1925X6 

-1X4 

1X1 

1X7 

-7 

Sprti 

183X28 

165.797 

-0X34 

120 

1X7 

-8 

Denmark 

7X4555 

7X7200 

+000114 

1.72 

0X5 

-12 

Natberiaods 

2-16078 

220753 

+600019 

1.74 

683 

-13 

Germany 

1X2573 

1X6279 

+0X0047 

1X2 

665 

-19 

Austria 

135465 

13X127 

+0.0031 

1X5 

0X3 

-14 

Belgium 

367181 

an wvw 

+0X12 

1X8 

0X9 

-15 

Firaaca 

645883 

8X2578 

+0X0568 

2X8 

600 

-22 

NON HIM MEMBERS 






Greece 

295269 

310X39 

-0X54 

527 

-2X5 

- 

UK 

6793103 

0X82013 

-0X03279 

-12X6 

17/44 

- 




r ■- i * 

l m 1 1 

MtaM+tta 

Nt^AMNMfe 



r* 

1 

-i .Trry i? ■!-'> i i?i 

H Ire-w*""!" 1 krill lii 

■ -tfrrp 

IMAM 



Sbrta 

Price 







Jrai 

Jut 

Aug 

Jun 

Jri 

Aug 

ixao 

1X9 

»7l 

2X1 

. 

668 

1/44 

1X30 

0X0 

1.60 

9 90 

- 

1X5 

1X7 

1X40 

001 

1.10 

1X0 

0X2 

1X6 

2X9 

nwkn ifeye voC Cta3S8 Fife 748. Fkw. creya opaa M. CWh 364+B Pura 38J10 

■ PHUO0JMAH 

MUM0* OPTKWM DM62X00 (S per Oh* 


State 







Jl»1 

Jut 

Aug 

Jtre 

Jut 

Aug 

Price 

0570 

0X4 

0X8 

1^ 

- 

0X1 . 

0X2 

0X78 

612 

0X7 

1X2 

605 

649 

673 

naan 

aoi 

643 

0.78 

0.41 

0.76 

088 

Pravtaa day's vd. QNs27»Pife 5,794 . 

Pretdrykopwimt. Cate 234S7Pute 31X50 


(1MM) Sim points of 10096 


BASE LENDING RATES 


Company 850 

ASed ktsh Bart (G&) 830 
•Harry Arebaehor 830 

Bankgf Baroda 650 

Banco Btbao Vizcaya 630 
Sank d Cyprus 650 

Bank of tratand 630 

Bartollndla 830 

BfinkOlSMbnd 630 
BarchgcBart 630 
aftBkdUdEnt 630 
•ennsbirerxcaui 625 
OfibrekNA 830 

Oydeedde Bank 650 
Hie Coropraaflw 8art&30 
OHflb&Co 830 

CypnratapuireBart 830 


% 

Duncan Lmrrie 825 
Bearer Bar* Umtad 780 
FtandUAQanBart 730 
•BotwitHeminp&CDBA) 
•Orimess Mahan 630 
HsW Bart AG Arich 850 
•Hattons Bart 650 
HOffetfe 8 Gan Bw BK&60 
C. HoareSCa 630 
Haitfang tShretfral 030 
tmw»eoBartIUK)UdB3Q 
Jirian Hedge Bart 030 

MaepeUJaaart VOtni 650 

LktydsBart 653 

MdmfBart 625 

NalMfestmineter 830 
•RaeBnltes 650 
Royal BkotScrtbnd 825 

> 


•Shgar8Fmdbndar82S 
raSmfihSVVaran Sacs 650 
ScotUh Wktaw Bob 850 
T5B 

Ubd Bflrt at Kuwrt.825 
Unity Tost Bank P)c 630 
weaemTo* aao 

myiaaMylrttav fi« 
YortrtMBart 830 

• MemDara at London 
Inw ra t u rant D anWr^ 
AsBodatton 

• in adfirinteato 


ill 

Open 

Ufiraa Change 

High Lew 

at vol Open mt [ 

Jun 

8423 

9423 

9423 9422 

62,742 

-nairai 

Sap 

84.14 

04.14 

94.15 94.14 

154X16 

536678 

Deo 

93.96 

93X7 

93X6 93X6 

147X36 

427,169 

■ US 

IHEMUnr MU. MITURK VMM) Sim per 100* 



Jun. 

asna 

85.10 

95.10 85X8 

400 

2X67 

Sap 

04X1 

94X1 +0X2 

84X1 84.60 

833 

6.773 

1 AM Gpan fefenre Bp. ara far prekaa fey 




i ■ ■UROMSRKIlP'ntatatlJFFBDMim ports oM0P% 









Pito 

Jm 

Jul Aug Sep 

Jun Jul 

Aug 

Sep 

9678 

ais 

0X8 0X9 0.10 

0 0X1 

0X2 

603 

9700 

0 

0X1 0X1 0X2 

612 619 

619 

nun . 

3725 

0 

0 0 0 

637 643 

043 

643 

&L veL feta Cafe 8125 Ate 2141. Prariraa dre^ Span tat, Crib S31633 Pure 332S11 

■ EU 

no EMM niANC OPTIONS IUFF5 SFr 1m points dMOOK 


Strike 











Ms 

Jun Sep Dec Jun 

Sep 

Dee 

9875 

0 

0X8 610 

0X2 

02S 

647 

9900 

0 

0X3 0.03 

027 

0/49 

665 


ere. wL are cae 100 Pen 106 Pmbub dafa wan ha. Crts 44H Pun 4*u 


FUTURES 
OPTIONS 
& FOREX 
wwmaisiTs 
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. 1 

B 

ERKH 

LEY FUTURES LMTEDI 

38 DOVER STREET; LONDON W1X 5RB M 
TEL: 0171 629 1133 £AXs 0171 485 0052 §0 
httpagwww.hlLreielt ‘s= => 


Union 

MARGINED FOREIGN EXCHANGE 

FUTURES & OPTIONS 


24 HOURS «-■ 


.VIp:.V'v.-.\n unicncci-.con | 1 

Fa» 0*71 52 2 2317 



Market- Eye 

irniit » 


Ses-Srs eqj ties, fsturss. e;|iisj 
3rd rtvs Jrsat esH £:-4 fit Tcili 


; .v D'i \>vn: •.■■■ h ; 


' C+: .e.-niii j- cKlici cerocis*. 


: Freeze' 0800 321 321 


UNION TAX-SHOP LTD 

For an your tax and self- assessment needs 
Tax Returns from £60 

TEL: 0345 585573 / FAX: 0345 573376 



mini 
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0800888898 
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Notice of Early Redemption 
Union Bank of Norway 
US$27,000,000 

Subordinated Floating Rate Notes 
due 2002 

NOTICE IS HEREBY GIVEN that in accordance with the 
linns and Covdinoox of the Nob, Condition 5(c) of the 
RjcaJ Agency Agreement dated July 29th, 1992, the Issuer 
has elected to redeem the Nous on July 30th, 1997 at their 
principal amount. 


Union Bask of Switzerland 
London Bmtdi Agent Bank 

I7th,»97 


UBS 
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24~| Contact James Allan K| 
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Hike Prec ht er h FREE coarse on the Elliott Tfeyg Principle 


ivww.elliottwave.com 
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TIME 

{PRICES 


,4 CURRENCY MANAGEMENT CORPORATION PLC 

• Rail non Fonkp Erahanga Darttig Santa via na uarrrat 
0S4H«n Santa- No Coonritaiera aSPrsprareb 
1* t Fraa Raribna 180 Ctarancy bad 
r vrawPen^CMC CO.UK BIAJL PETEflOFDREX-CMC.CO.UK 
0 + Tat 44 171 8G 0800 Ftt 44 171 972 0970 
“**0x0* Adrifegti.OMJaray. LandanBaROPU fetdferi^ga 


ffl}} 


Argus Globa! Markets 


Petroleum Argus 


CALL :-jOV/:.:-r ’RIAL 


The FT GUIDE TO WmiDCDBBENCIES, pOfitod ialtata't 
ara^taGBn^crar2»HUfetaaDfeMriUtohrd^8nfiM(K 
nrinfina Actqyril crbndw oTjoarfiB bMUr OBI toTOOL 

Crihmetapl rental tawrtcad«|taBriiO ate too. Renta 

eritateIK|taKKiqton444 171133 4318 lbrOtabwaq«Klatota«ta. 


If you would like to advertise, or require any 
further information, pleaso contact 
Jeremy Nelson 

Tel: 0171-S73-3447 Fax: 0171-S73-3052 
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FINANCIAL TDWDBS TUESDAY JUNE 17 1997 


COMMODITIES AND AGRICULTURE 


Call for more gold reserve details 


®y Kenneth Gooding 
m Prague 

ta^^ ban £. wera yesterday weed 
to rad the "fear factor" haunting the 
Sola market by providing more infor- 
mahnn about what they intend to do 
with the gold in their official 
reserves. 

Worries about central bank sales 
have helped to drive down the gold 
price this year, and there is particu- 
lar concern about the policies of 
European banks ahead of the forma- 
t«Kt of a European Central Bank 
..™ Robert Guy, a director of 
N. M. Rothschild and Sons, told the 
JJumcial Times Gold Conference in 
Prague that there was a lack of 
information on Miag 

“I hope those involved in the cre- 
ation of the ECB will break their 
Trawdst vows and share their views 
with the rest of us." he said. “In 


these days of transparency and 
accountability, t find tt truly remark- 
able that we can still be given no 
dear picture about the role of gold 
in the event that European mone- 
tary union proceeds." 

Mr Andy Smith, precious metals 
analyst at Union Bank of Switzer- 
land. suggested there was good rea- 
son to believe the gold price would 
go up if central banks intending to 
sell some gold gave full details in 
advance. 

Gold auctions could be organised 
nnder the auspices of an official 
institution to enable central banks 
to sell over a defined period of time. 

Mr Jean-Pierre Pa tat, general man- 
ager of the foreign department. 
Banque de France, insisted that con- 
cern about the impact on the gold 
market of European monetary union 
was largely unfounded. Central 
banks did not want to destabilise 


markets. But he admitted that he 
had no precise idea whether gold 
would have an Important role to 
play when the ECB was set up. 

Mr Tony Warwick-Ching, of the 
precious metals team at CRU Inter- 
national. pointed out that central 
banks once absorbed huge quantities 
of gold bnt “It is now difficult to see 
them offering any sustained demand 
for gold in the long term". 

He added to the prevailing gloom 

by suggesting gold bad become a 
one-product metal, as 80 per cent 
now went to jewellery - but that the 
next 10 years were likely to be much 
tougher for jewellery than the 1960s 
and 1960s, “the golden age for jewel- 
lery”. Two of three dynamos power- 
ing jewellery demand In the past two 
decades would largely be absent in 
the future: liberalisation by coun- 
tries that previously blocked gold 
imports, and a falling gold price. 


Mr Robert Davies, head of global 
natural resources at ING Barings 
Securities, said present gold prices 
were creating substantial difficulties 
for mining companies. Many gold 
miners were not able to provide the 
fluids they needed from casta, flaw, 
but had to keep going back to equity 
markets increasingly and Incurring 
new debt This could lead .to more 
consolidation in the gold sector. 

Mr Philip Martin, managing direc- 
tor of mining finan ce at Gordon Cap- 
ital Corporation, also predicted 
increased merger and acquisition 
activity among gold mining compa- 
nies. He said after the Bre-X scandal 
investors had pulled back and were 
reluctant to re-enter the market, par- 
ticularly the smaller, more specula- 
tive portion. “We have seen the end 
of a 20-year cycle of expansion for 
the industry which will take a tow 
years to begin anew." he said. 


India under 
pressure to ban 
cotton exports 


By Kunal Bose in Calcutta 

The Indian government is 
facing pressure to ban 
exports of cotton, as new 
estimates show the country 
is set for a record crop. 

Textile industry officials 
say a recent jump in prices 
means there is not enough 
good-quality cotton to supply 
those producing for export. 

The East India Cotton 
Association says the coun- 
try’s harvest is set to reach 
16.775m 170 kg bales for the 
1996-97 season (October to 
September), a 2.92 per cent 
increase on last year's 
record crop. By the end of 
May. farmers had sold more 
than 16.1m bales of cotton. 

Trade officials said the 
Cotton Advisory Board, 
which forecast a crop of 16m 
bales in February, would 
revise its estimates later this 
month. The cotton-growing 
states in the west and the 
north produced a bigger 
crop, but there was a short- 


fall in Andhra Pradesh and 
Karnataka in the south. 

“We have been lucky this 
time that, even though there 
was an incidence of pest 1 
attack In P akistan , our crop 
in Rajasthan. Punjab and 
Haryana was spared.” said 
the North India Cotton Asso- 
ciation. Nevertheless, 
reports of damage to the 
Pakistani crop have led to an 
increase in prices of Punjab 
varieties of cotton of more 
than 10 per cent in the past 
fortnight. Prices of other 
varieties are also rising. 

Mr SJL Hada, president of 
the Eastern India Textile 
Mills' Association, said the 
"government has released 
1.66m bales for export in the 
current season and the trad- 
ing houses have made export 
contracts for nearly lm 
bales. In view of the rising 
cotton prices, the govern- 
ment must not allow any 
further export of cotton. The 
textile mills producing yarns 
and fabrics for the export 



Textile mills producing for the export market are short of good quality cotton 


market are not getting 
enough supply of good qual- 
ity cotton.” 

The textile industry Is also 
concerned about damage 
from hall-storms and rain to 
sowing in parts of north 
India. NICA said “a large 
portion of the sowing done 
last month must have with- 
ered. Resowing has got to be 


done in many places. But we 
have not as yet made an 
assessment of the damage. It 
is likely that the harvesting 
of the 1997-98 crop in the 
affected regions of the north 
win be delayed by about a 
fortnight." 

Farmers’ organisations say 
the recent improvement in 
cotton prices is an incentive 


once again to rflmmit nearly 
9m hectares to the crop. Pat- 
ting a ban on ex perts at thin 
stage win lead to a collapse 
of cotton prices and this ini 
turn wiU lead to diversi on of 
land to other crops, they say. 

Trade officials say cotton 
output next season win be 
between 15-5m and 15.7m 
bales. 


Doubts 
on Iraqi 
exports 
lift oil 


MARKETS REPORT 


By Robert Corzine 
and Peter John _ 

Uncertainty over the pace of 
Iraqi crude exports under - 
the renewed UN ofl-for-food 
plan continued to influence 
world oil markets yesterday. 

The bellwether Brent 
Blend for August delivery 
was quoted at $17.90 a bar- 
rel in late trading on Lon- 
don's International Petro- 
leum Ewimip, up 14- cents 
on Friday’s dose. ■ ■ 

The Middle East Economic 
Survey reported that Iraq, 
which will be allowed to 
export $2bn worth of oil 
over the next six months, 
wfll not be ready to resume 
deliveries until late Jime or 
July, when a new humani- 
tarian aid de31very_jdan is. 
expected. 

Oil traders have also 
begun to watch for signs of 
rH«wwit among members of 
the Organisation of Petro- 
leum Exporting Countries 
ahead of next wecik’s meet-, 
ing in Vienna. A roO-over of 
file pres ent production cell- 
tag has been predicted. 

On the London Metal 
Exchange, copper was 
locked in a narrow range 
after attacking the $2,600 
level last week. 

Three-month copper fin- 
ished afternoon “kerb” trad- 
ing little changed at $2£88 a 
tonne, down $2 from Friday. 
In the morning it hit a low 
of $24>65, but hovered above 
$2,580 in the afternoon. 
Analysts said the market 
was- still overbought and 
might have trouble chal- 
lenging last week’s $2,609 
peak in the neqr-term. 

Other metals followed cop- 
per’s lead, testing the down- 
side. Nickel feU $90 to. 
$7,250, failing to respond to 
problems at taco and Nor- 
ilsk. Aluminium was 
trapped in a range between 
$1,577 and $1,585, ending 
down $4 at 8L582. 


COMMODITIES. P.RICES . 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Tracing) 

■ ALUMBmiM, 98.7 PURITY (S pw tonne) 


Precious Metals continued 

■ GOLD COM EX (100 Troy 02^ S/tray oz.) 


GRAINS AND OIL SEEDS 

■ WHEAT UFft (100 totmaK Cper tonne) 


SOFTS 

■ COCOA UFFE (10 tcnrwt E/tannft 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME HAOCOba; centa/to) 


Cash 

Close 1556-7 1583-4 

Previous 15665-67.5 1583-33.5 

Htflfor 1553/1554 1586-7 

AM Official 1554-4.5 1581.5-2 0 

Kero dose 1582-3 

Open ta. 258^38 

Total dafly fianowr 84.376 

■ ALUMINIUM ALLOY (S per tonne) 

Otoe 1445-50 1474-5 

Previous 1452-57 1477-80 

MgMow 147511472 

AM Official 1447-52 1470-75 

Kerb dose 1470-75 

Open Mt 5.642 

Total (toy tumow 1.106 

■ LEAD (5 par tonne) 


3 mttre 

1583-4 
1583-835 
1586-7 
1581.5-2 0 
1582-3 



Sett Days 
price daoga Wgfa 

tow 

op« 

Vd Mt 


San Day's 
prica riringa U& 

boar 

Yri 

tore 

tot 


Sto 

prica e 

tojr^ 

teega 

High 

to" 

lew M H 


Sen Dafe 

' Price tore* M* Law Vri 

6pre 

to 

Jan 

342.9 

+10 

3428 

341.0 

18 341 

Jri 

8145 

-030 

81.55 

8695 

48 

803 

Jri 

1108 

-10 

1122 

1103 1471 19478 

Jtal 

65J00+8.125 668S 65500 2.733 

7583 


3448 

+1.7 

3458 

3428 17.724 75.635 


8650 

- 

- 

- 

- 

176 

S«P 

1123 

-5 

1140 

1119 2529 29534 

Ml 

B4.775 +05 84575 84550 7560 

44.425 

Oct 

3473 

+1.7 

347.0 

3468 

769 7845 

tor 

88.15 

-41. TO 

8950 

89.00 

64 

3586 

Dac 

1117 

-8 

1123 

1112 943 32540 

Oct 

67.425 +0.1 67525 67.100 25» 

23508 

DCC 

3489 

+1.7 

3502 

3481 

272 26808 

Jre 

91.15 

-0-10 

91.10 

01.10 

71 

1.728 

Mar 

1128 

+1 

1131 

1123 1.137 40539 

Dac 

70350 +055 70475 69525 1507 

12542 

Fab 

35P4 

+17 

- 

350.7 

16 9.7K 

tor 

9115 

-0.10 

9130 

9130 

65 

883 

riaj 

1138 

- 

1139 

1135 289 19521 

Frit 

71.125+0175 71550 71750 371 

6548 

Total 

354.8 

+1.9 

- 

“ 

367 4853 
1987416A7B2 

tog 

IMri 

9615 

-610 

9550 

9530 

119 

477 

7584 

Jri 

Total 

1149 

+1 

1151 

1148 24 5549 

8400194418 

tor 

Ttotri 

72560 +055 71025 72500 127 

15591 

2558 

■441 


Close 610-11 

Previous 621-3 

HlgMow 608.5 

AM Official 609.5-1C 

Kerb dose 

Open int 34.451 

Totri ctefy tunovar 7,294 
■ NICKS- ft pa tome) 


610-11 623-4 

621-22 631-32 

609.5 630/616 

609.5-10.0 622-3 

621-2 

34.453 


Close 
Previous 
High/low 
AM Offidal 
Kerb close 
Open ML 
Total (toy turnover 
■ TW ft par tonne) 

Ctoae 
Previous 
High/tow 
AM Official 
Kerb close 
Open bit 


7160-70 7270-75 

7250-60 7355-60 

7151/7145 7315/7240 

7145-7 7255-60 

7250-60 

54.338 


pwj 5510-20 5550-60 

Previous 5685-95 SB20-25 

hfigMow 5580/5540 

AM Offidal 5515-20 S560-6S 

Kerb close 5360-7° 

Open ML 15,956 

Told dally turnover 3/338 

a awe, special Mtfi grade ft per tonne) 
1347.5-85 137D-1 

Previous 1348.5-49.5 1370-71 

HlgMow 1352 1376/139? 

AM Official 1351.5-2.0 1372M0 

Kerb dose 1372.5-35 

Open mt 95.163 

Total daily turnover 17,853 

■ COPPER, praria A ft per tome) 

Close 2677-80 2587-8 

Previous 2703-05 2600-601 

High/low 2576 2588/2563 

AM Official 26765-7.5 2578-9 

Kerb drae 2587-8 

Open inL 146.402 

Total (toy tumowr 47.949 

■ LME AM Offtcfed C/S rate: 1.8361 

LME Poring PS rate; 1.6386 

Spot 18X9 3 Sts 16333 Bate 1 5295 ante 15259 

■ HIGH CRAPE COPPER (COM EX) 

Set! Oafs 

price dtrega ffigft lew Vd tat 

Jtm 12240 *1.75 12250 12050 454 151" 

Jri 12120 +150 13250 12620 7,448 30362 

An 12940 +1.40 120.45 11950 177 2.B03 

Sn 119.70 +1.40 119.70 11850 3589 0121 

Oct 117.50 +1.40 - - 21 1.176 

Hen 11S.S0 +150 1 

fptal 12536 SUM 

PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices supplied by N M BoUochftfl 

OokfiTroyoz) $ pri» E oquhr SFr equiv 

dose M1.7M4250 
Opertno 340.704*1°° 

fix 340.95 208503 491.991 

Afternoon to 34150 208.613 491.693 

Day's High 3415034250 

Day's LOW 34070-34150 

Previous dose 341 J(W<1 80 
Loco Lrin Mean Gold Landtag Rates (Vs USS) 

1 month 4.38 6 months 435 

2 months 458 12 months - A31 


Saver Rx 
Spot 

3 months 
6 months . 

1 year 
Odd Coins 

Kiugernmd 
Maple Leaf 
N«w Sovereign 


■ PLATINUM NVMEX (50 Troy oc.; S/troy ot) 

JBl 423.9 -14 4290 41SO 3.131 11. M2 

Oct 4055 -0.4 4088 396.0 1558 6.648 

Jan 3968 -14 4008 3908 104 1417 

AW 3965 -1.4 391.0 391.0 56 74 

TOtal 4540 19531 

■ PALLADIUM NYMEX (100 Troy caj S/troy oe.) 

Jn 21080-12.60 21380 201.00 28 131 

Sep 180.80 -7.60 18750 177.00 629 8.149 

Ore 173 80 -8.70 180 00 17225 109 683 

Jib 173.90 -8.70 S 

Total 164 7,88 

■ SILVER COMEX feOOO Troy oz^ Certs/boy az} 

Jan 4679 *1.4 21 2 

Jri 4687 *1.2 4708 4675 18534 45802 

Sep 4734 4-12 4758 4725 4.282 15,764 

Dec 4802 *15 4825 4808 496 B.4Z3 

-i*n 4822 +12 17 

Bar 4870 *12 4815 4865 173 6645 


ENERGY 

■ CRUDE <XL NYMEX 1I8OO barrels. S/barrel) 

Latest Day's Open 

price ctarapa lam Yd 1st 

Jol 1907 +0.34 19.18 1877 54.701 51 £33 

Aug 1928 +022 1934 1857 34.443 83.034 

Sep 19 34 »Q.|5 19.45 1513 21577 36.785 

Oct 19.44 *0.14 1552 1925 5825 25297 

tor 1952 *012 1360 1937 3.167 168® 

Dec 1956 +ai1 1985 1942 7555 37.686 

Total 119*7440221? 

■ CRUDE OIL IPS (S/banri) 

Latest Day's Open 

price change High In* Ml tat 

Aug 17.89 *6 13 1758 17.72 12561 80.496 

Sep 1610 *0.19 18.15 1753 1.881 21559 

Od 1125 *617 18.32 1608 736 11578 

tor 1646 *852 1647 1624 259 8559 

Dac 18.48 *0.15 1650 1852 1.056 11.273 

Jaa 1639 *056 1859 1633 52 6854 

Total nta n/a 

■ HEATING 08. BrUEX (42.000 US gab. CftS oritt 


■ WHEAT CBT fiJOCbu min; cartaOTb brehri) ■ COCOA CSCE (IQtannaK Sflonnoa) 

U 342.75 -9.75 3080 34250 11,296 38,387 Jri 1561 -11* 1589 1568 3878 

Sqi 350.75-1050 38180 35080 7572 25543 tap 1829 -3- 1635 161413894 

Dae 36350 -1080 37380 38380 3,653 19802 Dec 1888 -3 1872 1651 2,087 

Her 38980 -1080 37180 38850 100 2546 Me 1700 - 1700 1080 1534 

toy 36050 -5-75 36180 35080 22 112 Hay 1720 - - 1720 26 

Jri 35180 -625 353.00 351.00 178 882 Jri 1740 - - - - 

Totri 2X725 84888 OH 22860 

■ MAIZE CUT p800 bu mjn; centa/58ta bushel) ■ COCOA QCCO) (SOR'aftanne) 

Jri 26850 -3 27280 28625 20861 04868 . An 13 Price t 

Sep 25250 -550 25750 352» 7.117 40878 My 1238.10 ' 

Dec 24625 -5.75 25350 24600 13528116,787 9 COEFEE UFFE (5 tonnes; S/tane) 

tor 25550 -475 25950 25580 1,297 13.467 ~ =— 

Stay 26600 -450 28180 26080 878 2849 1751 -4 1753 108 2,061 

Jkd 26380 -525 28780 26380 Z75 3583 *0 >778 -7 1780 1720 3,189 

Total 43816 273831 ■" 1783 -8 1785 1730 380 

■ BARLEY UFFE tlOO tonnes; E par temnri . {** ^3 ^ '5 

Sep 8150 - 81.50 8150 5 37 Hay 1758 -13 - - - 


■ LEAN HOGS CME WWJOOIba: oertt/fae) 


1581 

-It* 

IS® 

1588 3579 4521 

Jri 

80575 +055 81500 71850 4,791 

10.107 

1629 

-3. 

1635 

181413564 34573 

tog 

77590+0500 78500 77480 3500 

11982 

1669 

-J 

1672 

Iffil 1097 19598 

Oct 

70850*0225 71575 70400 

srr 

9574 

1700 

- 

1700 

1690 1534 23,404 

Dec 

67525+0525 87.475 68.700 

4S9 

1734 

1720 

- 

•- 

1720 25 6751 

Fri> 

65575+0575 065® 65500 

1® 

15® 

1740 

- 

- 

- - 575 

tor 

62575+0.725 825® 82.350 

62 

984 


So 8150 - 81.50 8150 5 37 

tor 8455 -0.15 8450 84JS 18 1,136 

Jre 8650 - 8650 8650 3 161 

tor 8650 - 8650 8850 3 14 

May 9000 - 9000 9000 1 3 

Total 38 1881 

■ SOYABEANS CUT (SJOtbo cat cenMMta baM 

Jri 83850 -16 B5450 83650 44827 55857 

Am 773.75 -17 78975 77350 16070 27877 

Sap 70050 -10.75 70600 70050 2,411 10224 

tor 66600 -75 67350 862.00 13874 52828 

Jan 66750 -6 67000 664.00 647 7823 

Her 67000 -9 87350 66950 44 1831 

TaW 77838 166329 

■ SOYABEAN Oft. CRT (BOJXXKxc oantsffb) 


Ttoi 22880 98888 ■ 

■ COCOA QCCO) (SOR'sAonna) 

An IS Price free, (tay 

DMy 123610 ' ' 118222 

■ COFFEE UFPE (5 tonnes; S/tame) 

JBl 1751 -4 1753 1698 2,061 12874 

Sep 1778 -7 1780 1720 3,189 23866 

tor 1783 -8 1785 1730 380 9.723 

Jea 1768 -13 1788 1730 140 6098 

■V 1758 -13 1748 1743 50 562 

tor 1758 -13 - - - 30 

Total 6800 49893 

M COFFEE t? CSCE (375006*; cental 

Jri 19650 +050 19850 18650 3818 <528 

Sap 18180 -1.15 182.00 17550 5545 6203 

Dee 16020 -180 181.00 15550 900 4523 

tor 16050 +150 15150 14450 488 2806 

toy 14650 +025 14100 14050 49 587 

Jri 14250 +085 - 14650 27 153 

TaW 6714 21516 

■ COPgE gCO) (US centa/pound) 

Jre IS Prev. day 

Comp. (My 14856 15388 

15 d ey avenge 17959 181X1 


TeW 10588 37,883 

■ PORK BBJL1ES CME (40 JOOAia; centaflta) 

Jri 79800 +28 76750 78500 8517 4503 
tag 79500+2.175 96175 76125 1315 2568 
Feb 76700 +185 74500 71500 210 496 

Urn 72450 +155 71450 71500 6 17 

Tetri 6B42 7J069 

LONDON TRADED OPTIONS 

Strike price % tome —Cals Put* — 

■ ALUUNtUM 


(89.7%) LME 

Jul 

Oct 

Jul 

Od 

1575 

18 

00 

28 

47 

1800 

— e 

- 48 

-IS 

60 

1700 

— 4 

38 

63 

74 

■ cop poi 

(Grade A) LME 

Jul 

Oct 

Jul 

Oat 

2800 

— 82 

88 

22 • 

134 

2650 

— -60 

50 

41 

167 

2700. 

— 37 

38 

67 

202 


Jri 

23.13 

-02 

2145 

2108 

5573 384® 

— 

Aag 

2355 

-02 

2175 

2328 

25® 19513 

tog 

S«P 

ym 

-0.15 

2351 

2148 

1536 95® 

Oct 

Oct 

2383 

-02 

23 eg 

21® 

735 11587 

Dac 

Ore 

2353 

-055 

2357 

2178 

1563 21565 

Ma- 

Jre 

2195 

-057 

2450 

2195 

82 1,591 

ri® 

IMri 





115H 193442 

*to 

■ SOYABEAN MEALCBT (100 tana: SAon) 

TeW 


Latest Oaft 
price change Wgfe 

Jri 5110 4L46 5285 

Aug 5160 *Q46 5173 

Sep 5350 *046 5660 

Od 54.45 +051 54.55 

tor 5525 +0.41 5555 

Deo 5630 +061 5630 

Tew 

m QASOILKKUnH 


Qpn 

Low vol W 
5180 10859 33843 
5180 4.15216685 
5190 1815 14.199 
5385 738 12,754 

5495 580 11.107 

5665 M73 16116 
26576 M3888 


Jri 

276.4 

-4.7 

230.6 

276.0 16,946 34534 

— - — 

tog 

2515 

-04 

258.8 

2518 

9543 17599 

Jri 

Sw 

2314 

-5.1 

236.0 

2335 

3575 IZ5S6 

Od 

Oct 

2213 

-4.8 

2245 

221.7 

888 11154 

Mar 

Dac 

2118 

-43 

217.0 

2115 

4.1® 21351 

mat 

Jre 

2115 

-4 

2110 

2108 

1® 1635 

Jri 

Totri 





344C 1135® 

Oct 

■ POTATOES LffFE po tonnes; E par tame) 



tor 360 -10 9 

tor 760 -10 

Apr 768 -28 760 750 133 724 

toy 960 -10 

Jm 104.0 -10 

Total 133 133 

■ FREIGHT {BmXj UFFE ftlOfodex port) 


Latest Day's Open 

price stange IW In N kt 

1 161.75 -180 16400 16050 9.213 19^98 
ig 163 n -0.75 16450 16150 3835 10,119 
p 18600 -050 16625 184.75 1897 6993 

t 188.75 -050 16875 15785 462 6582 

K 170.50 -080 17050 16925 140 6279 

S 17100 -085 17800 170 75 672 9,259 

M 11W9 6»8» 

NATURAL QAS MOB (10800 nmBb/ SmuBW 


Jre 

12® 

-5 

12® 

1270 

11 

419 

■ O 

Jri 

1200 

- 

1207 

12® 

14 

1279 

Aag 

1135 

+5 

11® 

11® 

13 

457 

Jul 

Oct 

1355 

+5 

1355 

13® 

25 

622 

Sto 

Jre 

1385 

+W 

13® 

1385 

_ 

57 

lire 

Totri 





n 

MM 

Jre 


Bare 

PJB» 





Mar 

BR 

12® 

12® 





■w 








TOW 


Lriest Day^ 
price chtaiw High 
1165 *0016 3180 
2.185+0.018 1200 
1175*0012 1190 
1180 +0.007 1190 
1310+0010 11» 
3.448 *0008 1460 


UM Vfi w 

2140 22221 29,417 
2170 7.702 28.164 
1165 1738 17864 
1170 2854 20.488 
1300 1896 9,127 
1440 1846 12742 
41848196363 


■ UNLEADED GASOLINE 
OTM6X 141000 US gafc- cAJS ffte) 


.4.38 12 months - .031 

.433 


latest Dag's 
price ctange Mg 6 

Lea 

to« 
Vri tat 

pftioy of. 

US cts equiv. 

Jri 

5110 

+0.70 

5B2S 

56.85 12.904 31445 

26T.S0 

470.50 

tog 

57.4S 

+0-62 

5/ £6 

5E4Q 

4.735 23329 

291.45 

475.35 

Sag 

56.7D 

+055 

5«0 

55J0 

1,396 6807 

295.60 

481.60 

Od 

5155 

*0® 

55® 

5545 

1.1® 4,072 

30335 

432.90 

lire 

54.40 


- 

- 

95 2.097 

$ prtco 
344-346 

eo-aj 

C equiv. 
210-212 

48-50 

Dee 

TQM 

5420 

+005 

5420 

54.00 

126 4£» 

20®8 71887 


FUTURES DATA 

AO lUues dan suppBoa by CMS. 


There was active demand for tea. The Tea 
Brokers' Association reports. Demand 
was late lor landed teas. The tear bright 
End Africans on offer wore batman 4 
panes and 6 pence easier. Means also 
deefined, by up w 8 ponce. Plainer 
descriptions remained firm. There woa 
good com petition for offshore teas. CEn- 
trai Africans ware Irregular and sematknea 
dearer, but Kerryas moved lowar. Quota- 
tions lor mis safe. Landed: best avaDabls 
150. Bp; good 146.5p; good medium 
i38.5p; mectaim I33pt lew median 105p. 
The tap price week was 151p lor a Kenya 
PPi. 


3238 -0.7 3248 3238 387 14^60 

3173 -08 3160 3168 15B 6066 

314.7 -03 3169 314.1 2SB 3,193 

3143 -06 3145 3143 259 1792 

3133 -0.1 - - 882 

3123 -03 3110 3110 175 648 

979 31,113 


Jta 1139 -036 11A3 113514332 61333 

Od 1188 -0JJ4 1133 118511,715 76841 

tor 11.16 -001 11.18 11.13 1410 32013 

toy 1108 -006 1109 1103 136 7830 

JM 1007 -001 1102 1005 99 3054 

Oct 1007 -001 - 1000 21 1013 

Total 26026113079 

■ COTTON NYCE gOJOgbS certtOtM] 

Jri 712* -0O1 7160 7115 5021 22013 

Od 7430 -008 7500 7400 B13 9054 

Dec 7403 -1.09 7885 7400 3017 33.375 

tor 78.17 -003 7780 7620 127 5051 

toy 7607 -a7B 77M 7690 10 1.156 

<M 7800 -000 7608 7804 16 585 

Total 10097 73004 

■ ORANGE JUICE NVCE (ISJOCtos: cants*^ 

Jd 7805 +005 77.80 7800 2882 15092 

Sap 7980 ■*0.80 HL20 7800 1032 10,442 

tor 8285 +0.75 8150 8100 503 4006 

Jse 84.70 +0.70 8500 8M6 52 1013 

tor ■ 8700 +1.10 8800 8700 81 1303 

toy 9610 +1.10 - - 47 314 


VOLUME DATA 

Open Interest and Volume data shown tor 
c ont mc ts traded on COMEX. NYMEX. C8T. 
NYCE. CME. CSCE and IPE Gcuda 08 are 
ona day ta arrears. VUume & Opan Intarest 
totals are tor traded months. 

INDICES 

M Reuteni (Base: 18/9^1 = 100} 

Jen 18 Jen 13 month ago year ago 
20013 • 2005.1 20070 2045.1 

■ CTO Fetoree (Bass; 1967 a 10(9 

J « at 13 Jin 12 month ago year ago 

244.64 244.63 

■ QSC1 Spot (Base: 1970 e 100} 

Jen 13 Jri 12 mo ut h ago year ago 

185A2 18*09 1B88B 10642 


■ COFFEE UFFE Jul Sep Jld 8op 

n/a ■ 

n/a 

n/a — 

■ COCOA UFFE Jul Sep Jul Sep 

rv% — — 

n/a 

n/a 

■ BRENT CRUDE 

IPE Jti Aug Jul Aug 

1750 i - 

1800 62 84 - - 

1850 34 64 

LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per b&raQ +br- . 

DubeJ • $17.03-7.12 -0.125 

Brent Blend (dated} SI 783-784 +080 

Brent Stand (Aug) $1738-786 +O.IO 

VY.T.l. $1983-025: 

■ Off. PRODUCTS WWEptanpt dritory OF (tow) 

Premium GneoBne $201-203 

QaaOK $162-154 -050 ' 

Heavy FM OB $81-83 -030 ' 

Naphtha $183-185 -0.50 

Jet fuel . $178-180 -030 

Head $187-168 -2.00- 

ta HATUBAL QA3 (PwiCerihanri) 

Breton LM) *95-9.85 -0 jQ2S ' 

AWtfaaa Ago. ToL London fi tin) 3SS 6792 
PE (M 9845 -0090 

■ 0THB1 | ' 

Gold (pr tray 0^1 $34185 +O.40 

atww (par troy ea}f 473O0c +1O0 


COMMODITIES NEWS. DIGEST 

Congo set to clash 


The dbw gpv RrnTWftof . of the Oongo, fiamarly Zaire, Is 
fretent on breaking what it seas as a monopoly held by De 
Beers, the country's mines minister said yesterday. Mr 
Flarent frumhaiA ifahiia MnfntnTn mining monopolies 
would not be aUawedte operate in the mineral-rich 
coontry. 

Some companies manopcQised the mining Industry 
under the previous gorornmftnt of President Mobutu Sese _ 
Seko, said Mr Mututulo - and cootracts wooM now be 
renegotiated. “One thing we don’t want is a monopoly, 
that is wfay there Is a clash between De Beers and the 
gov e r nm ent,” he added. . 

De Beers, of South Africa, held a contract with frie 
former government to bay productiaa from Society de 
Mini fere de Bakwanga (MBA). The company — which 
.controls the world's industry through the' 

London-based Cential Selling Organisation - has since 
re-opened its diamond buying office in. the diamond 
capital Mbuji-Mayi, but faces competition from several 

pt be 1 * rtlamrtnd hnytw g <*nn qwirip<y 

Mr Miitiiinlo said the government would only allow* 
foreign companies to continue their operations if they feU 
within the government's guidelines- He Indicated that the 
country was keen to do business and assist the 
development of Its huge mineral resources - which has 
boon left largely unexplored during decades of rule nnffw 
Mobutu. Reuter, Mauritius 

Minorco expects nickel start 

Mtaorco, the International natural resources company 
said it was soon to start the development of its Lama de 
Hierro nickel deposit in Venezuela. “The only thing wte 
need to go ahead with this project, is an environmental 
permit aiml confirmation of a tax e xempti on,'' said Mr* 
Christopher van Tienhoven at Jfinorco in Caracas. Tt* 

project would cost about $45Qm and would be equally febt 
and equity financed, he said. Ixxal investors holdaisjaer 
cent share in the project. 

The open pit mane is to produce 17,000 tonnes of { 
forronickei pellets amraaOy from 2000, over a period of 27 
to 30 years. The production rate will be L2m dry tonnes of 
areper annmh with an average nickel content of 1.4S per 
cent To meet the project’s need of 120 litres of water per 
second, the company will have to build a 22 hectare dam 
on a nearby river for the processing plant Minorco hopes 
to begin operations towards the end of the year with the 
construction of a road arid basic infrastructure. 

Raymond CoHU, Caracas 

Big gas finds in Philippines 

Shell Philippines Exploration (Spex) and Occidental 
Philippines (Oxy), the oil exploration groups, have 
identified one OB and five natural gas prospects which 

■may jasrity ari ariri+HfvnaT inv es tment of $3hn In • 

developing the facilities. Mr Guillermo Balce, assistant 
secretary of energy, said the five gas prospects near the 
Camago-Malampaya field together could represent 1.9701m 
cu ft to 8.490bn cu ft The on prospect could yield 124m 
barrels of crudeml, he said. Total reserves of natural gas 
in the field are estimated at 2£00bn to 3,200 cu ft and of 
crude ofi at 28m to 59m barrels. ' ' Justin Marozd, Manila 
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S43&00 

-2M 
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4580c 
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.PI99 (Ere twrightfr 
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Lon. day sugar (raw) 

S280JS0 

-020 

Lon. day sugar (ww) 

$329^0 

-150 

Barley (Eng. feed) 

Unq 


Maize (US NoS Vadow) 

C108U0 


WTBat (US-Daric North) 

Unq 


Rubber (JriQf 

72J>0p • 

.. . 

RriAer {tagjf 

7Z50p 


Fttabar (KLRSSNol) 

22Q£tx 
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ACROSS . DOWN 

1 Weak foreign articles force 2 Baby can rob - we never 
editor (12) held it up (7) 

10 At this time, in this place - 3 Little sister beneath a river 

notIP) encompasses an example of 

Tl Hell fire on top of natural an interpretation (8) 
disaster fp 4 Glance both ways (4) 

12 Hole location? (5) $ Joint care is used to tell the 

13 Conduct season for dis- time fio) 

count travel (8) _ 6 Search for a weapon (51 

15 Splendid if platonic bewll- 7 Before the third watch, 

oermeni <10)_ guard is heard to be asleep 

16 carve the front off a boat (7) 

(4) 8 Entering business (13) 

18 Repetition is recorded with- 9 Warnings contained in debt 
out beginning (4) . ■ . . are presaging the future 

20 Default cut moved up and . (IS) 

down (10) . 14 Dinosaur went Cor a s wim 

22 Grips for foot massage? (8) around the same place (10) 

24 Press officer in prison (5) 17 Submarine with a boy fo 

26 firm and moist Jelly allows charge is too low to be 

' .' absorption (7) heard (8) 

27 Injury from solar flare? (7> 19 The right microphone is 

28 Shaded from the activity of hot (7) u 

. the sacred church host (12) 21 Bip outer ends of heart and 

• • : liver, perhaps? (7) 

. . . 23 Externally tee same or bet- 

. ter (5) 

. . .* 26 ta the end. Australasia is a 

continents) 

Solution to Saturday’s prize puzde on. Saturday June 28. 
Sohitkm to yesterday's prize puzzle on Monday June 3a 
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LONDON STOCK EXCHANGE 


July budget fears trigger big falls in shares 


FTSE All-Share tad a* 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 


A splendid stock market debut 
for the newly de-mutualised Nor- 
wich Union coincided with a 
decidedly unhappy day for the 
rest of the UK equity market 

Instead of basking in the 
reflected glory of Norwich Union, 
the market bad to come to terms 
with a report that said the cen- 
tral planks of the July 2 budget 
would be the abolition of the 20 
per cent tax credit on dividends 
and imposition of the windfall 
profits tax. 

The tax credit abolition, in par- 


ticular, was viewed with dismay 
by dealers who said such a move 
could trigger a market decline of 
up to 9 per cent if the market 
responded similarly to the 5 per- 
centage points reduction in the 
credit made by Mr Norman Lam- 
ent in bis 1993 budget That was 
followed by a 23 per cent fall in 
the FTSE 100 index in the suc- 
ceeding month. 

After a steady opening, helped 
by the initial burst of enthusiasm 
surrounding Norwich Union, 
Footsie gradually gave way, with 
sentiment eroded by the tax 
credit story. 

There were fears too that the 
euphoria created by the Alliance 
& Leicester. Halifax and Norwich 


flotations might have marked the 
top of the current rally. 

As soon as the Norwich flota- 
tion got underway. City Index, 
the spread betting bookmaker, 
began grey market trading in 
Woolwich Building Society 
shares, scheduled to float on July 
7. City Index's first price on 
Woolwich was 32Tp^37p. 

There was very little help for 
London from Wall Street where 
the Dow Jones Industrial Aver- 
age, after hitting six straight 
closing records, slid almost 30 
points in quick time. The US 
market soon picked up, however, 
posting a minor gain an hour 
after London closed. 

footsie managed to claw its 


way off the day’s low of 4,7353, 
down 47.6, reached just before US 
markets opened, but still closed 
383 lower at 4.745.L 

Other FTSE indices were simi- 
larly affec ted by the tax story. 
The FTSE 250 finished 29.0 lower 
at 4357.1, only marginally above 
the day's low, while the FTSE 
SxaallCap dipped 4.7 to 2,283.8. 
after surprising with a minor 
gatn at the start of trading. 

Turnover was 864m. well up on 
usual levels for a Monday but 
that number included the 149m 
shares traded in Norwich Union, 
around 17 per cent of the total. 

Concerns about the July 2 bud- 
get are not the only hurdle the 
London market has to contend 


with in the short term. Wednes- 
day brings the expiry of equity 
stock, options, and Friday sees a 
series of expiries, the so-called 
triple witching, comprising the 
simultaneous expiry of the FTSE 
100 and 250 futures plus FTSE 100 
index options. 

Hie banks provided one of the 
day's biggest movers in National 
Westminster, where the profits 
warning and news of the resigna- 
tion of Mr Martin Owen, NatWest 
Markets' chief caused ripples of 
unease. Some dealas said they 
expected National Westminster 
to move quickly to repair the 
damage to its image, possibly by 
a strike at a building society or 

life assurer. 
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Imficas and ratios 


FTSE 100 

4745.1 

-38.0 

FTSE 250 

4557.1 

-29.0 

FTSE 350 

2285.1 

-17.7 

FTSE AB-Share 

2248.67 

-16.44 

FTSE AS-Shara yield 

346 

3.43 


Bast performing sectors 

1 Engineering : Vehicles 

: 2 Ot Integrated 

3 Extractive Inda — — 

4 Mineral Extraction 

5 Household Goods 


ex an 3054.3 -23,1 

FTSE Non-Fins p/e 19. 21 1|19 

FTSElOQFut Jun 457L0 -5M 

lOyrGtttyWd . J.06 7.10 

Long g3t/BQUfty yid ratio 2.05 2.07 

Worst performing sector* 

1 me Assurance “*■? 

2 Banks: Retail 

3 Bacvonlc &Bec -J-9 

4 Insurance 

5 Becviclty " V7 


NatWest 
hit by 


warning 


By Peter John, 

Martin Brice mid Joel 
Kibazo 


National Westminster had a 
stomach-churning ride 
through the day with an 
early bout or optimism sav- 
agely reversed by a subse- 
quent profits warning. 

To begin with, investors 
responded brightly to news- 
paper reports that the bank 
was going to tackle problems 
at its investment bank. 

Reports that it planned to 
part company with Mr Mar- 
tin Owen, the division’s 
chief executive, proved to be 
well founded. But they came 
with an announcement that 
the first half profit was not 
expected to exceed £770m - 
significantly below last 
year’s £879m for the equiva- 
lent period and also undo* 
the consensus forecast. 

So. an early gain of more 
than 2.5 per cent tuned into 
a 5 per cent fell, one of the 
heaviest in the Footsie. The 
stock ended 41% off at 755p. 

Some analysts believe that 
the shares may not have 
come to the end of their vol- 
atile ride. There is a feeling 
that with management credi- 
bility at an all-time low, a 
withdrawal from investment 
banking and a possible 
retrenchment from acquisi- 
tions, the only feasible 
option is to appease disgrun- 
tled shareholders with a size- 


able return of cash. That, 
say analysts, will only serve 
to help the battered share 
price. 

Meanwhile. Abbey 
National, which has been 
widely tipped to merge with 
NatWest, slid 27*/. to 868p. 

Norwich Union continued 
the trend of strong flotations 
in financial stocks. The 
shares benefited on their 
first day of trading from a 
generally supportive back- 
ground but investors’ profits 
were limited by the overall 
market weakness yesterday. 

The stock market gained 
more than 3 per cent over 
the week before the flota- 
tion. with the result that 
investment institutions had 
to fight to maintain weight- 
ings in sectors where they 
are already drastically short 
of stock. 

And some of the biggest 
investors - the insurers - 
are already restricted in the 
amount of their own shares 
they can admit to their fife 
funds, so they need to over- 
compensate with a higher 
than average weighting in 
sector rivals. 

The shares were three 
times subscribed by mem- 
bers and nine times sub- 
scribed by UK and European 
institutions. They were 
quoted initially at around 
350p, the level indicated by 
financial bookmakers 
towards the end of last week 
and well up on the 290p pub- 
lic offer price. 

Then they drifted to the 
330p level although that still 
gave an immediate 25 per 
cent premium to Norwich 
Union members who applied 
to top up their allocations of 
free shares with discounted 


stock. 

Turnover, as expected, was 
high at I49ni shares and the 
stock ended at 324’Ap. Vol- 
ume represented 17 per cent 
of the market's total, yet 
paled in comparison with 
the Halifax float a fortnight 
before when 647m shares 
changed hands on the first 
day of dealing. 

Norwich's entry to the 
market made it the UK's 
third largest quoted insurer 
behind Prudential and Royal 
& Sun Alliance, with a mar- 
ket capitalisation of £6.4bn 
by the close. 

British Steel started the 
day badly as investors 
digested results that came in 
at the bottom of expectations 
and were accompanied by 
gloom on the effect of a 
strong pound and news of 
more job cuts. The stock was 
marked down but later in 
the day buying interest from 
the US lifted it off its lows to 


close down 4% at 158%p in 
brisk trade of 20m. 

The company said the 
strength of sterling was a 
problem for the group: half 
its sales are exports and its 
UK sales are often to cus- 
tomers who were themselves 
exporters. However, the com- 
pany’s emphasis on the 
strong pound prompted US 
investors to buy the stock. 
One trader said: They are 
taking a punt on the cur- 
rency." 

Mr Paul Compton at Mer- 
rill Lynch said: “British 
Steel is the. most-geared play 
to weak sterling in the 
Footsie." 

Analysts said US Investors 
regarded the price fall as a 
buying opportunity into the 
stock because the company 
had sufficient cash to ensure 
the dividend was safe, and 
they believe the shares were 
unlikely to fan below these 
levels in the short term. 


FT 30 INDEX 

Jun 16«Jun 13 Jw 12 Jun 11 Jun 10 Vr ago -High loir 

FT 30 30544 3077 A 30624 30264 30344 2782.7 3077.4 266a8 

Onl dhi. yield 3.60 3J56 3 JSB 3.63 3.61 4JQ 422 3X 

FVE ratio net 1144 18.64 1834 1831 1838 1638 1834 1530 

P/E ratio r* 1835 1835 1835 18.12 1830 1639 1835 15.71 

FT H tree riaqiteim N01 3077.4 1&DM7; b» 484 26/Q6MO. Bat Ore 1/705. 

FT 30 hourly chan g e * 
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30733 3051.1 30594 30563 30545 30535 30483 3051 3 30543 30733 30484 


SEAQ bargains 82.314 51300 46374 50.300 i 
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■ London market data 


Rises and Mb* S Weak highs and lows UFFE Eqtaty options 

Total Rises 580 Total «gha 134 Total contracts 55393 

Total Fate 987 Total Lows 71 Cate 33349 

Sams 1303 Puts 22344 

Jun 18 "Data baaed on Equity shares Sated on the London Share Service. 
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Tbe vehicle engineering 
sector was one of the few to 
make progress. It was partly 
powered by T&N, .which rose 
21 to I59p on the back of bid 
talk sparked by tbe weekend 
press. 

However, analysts said the 
bid story seemed unlikely, 
although a joint deal with 
two US engineers. Dana 
Carp and Federal Mogul, bad 
logic 

Tbe bid story seemed not 
to be embraced by traders, 
and Mr Robert Speed at Hen- 
derson Crosthwaite said: 
“This share price is saying 
the market had it too low on 
fundamentals but it is not 
pricing in a bid.” 

He believes the shares 
have a fundamental value of 
210p. Suggestion of a bid 
could take tbom nearer 300p, 
he said. 

Henlys continued their 
rise, up 5% to 496p, as trad- 
ers positioned themselves 
ahead of some bullish state- 
ments expected from meet- 
ings with analysts this week. 

Lex Service rose 13*4 to 
388%p. helped by a state- 
ment that, it bad sold 11m 
shares in Synnex Technol- 
ogy International, the Tai- 
wanese company. The sold 
shares were said to be worth 
about £35 hl 

Rental group Thorn was 
one of the best performers in 
the FTSE 250 yesterday, the 
shares appreciating 8 or 4.6 
per cent, to 181 ftp. It 
emerged yesterday that US 
group Capital International 
bad raised its bolding in the 
UK group to over three per 
cent 

Among the rest of the 
retailers, MFI Furniture, 
which re p or t s figures at the 
he ginlng of next month was 
in demand, boosted by a bro- 
ker's recommendation. The 
shares put on 3 to 135p. 

Psion fell 97V6 to 407%p in 
■volume of L8m after a prof- 
its warning. It said sales of 
existing products had fallen 
as customers bad waited for 
its new line, the Series 5. 


which was not yet estab- 
lished. Analysts were said to 
be downgrading estimates 
far this year from between 
and £24m dOWQ to 
between £l&5m and £!8m. 

Rolls-Royce dropped 14 to 
254%p in volume of &8m. A 
series of new orders had 
been announced at the Paris 
air show by the company, 
but analysts estimated that 
research and development 
costs were higher than they 
had forecast 

Investors hunting for bar- 
gains aiw chanced on Bur- 
ton Group helping the 
shares 3 ahead at 131V s p. 

It was a shortage of stock 
that was cited for the 
advance In Anglo-Dutcb 
group Unilever. The shares 
hardened 22 to £17.32 Vi. 


FUTURES AND OPTIONS 


■ FTSE 1QQ INPBt RJTW3ES flJPFB C2S per 1>A frdax point (APT> 

Open San price Chan* W* 

Jw 4794.0 47503 -51.0 47940 4744.0 23678 54385 
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t long 804 anby nx*®. 


-1 1925 1.4 83 1U 


7454 -84 a1A84 2.1 25 223 


LONDON RECENT ISSUES; EQUITIES 

bus Ant MkL Ckm 

price paid dp 1897 price Not Dtw. Ore P/E 

p up gmj Ugh Low Stocfc p *7- cfar. ew. ytd net 

§ FP. 904 1200 7624 Aston Via ' 790 R83 1.8 1.4 43.4 

FJ>. - taz 97 Cretan 8 100 *4 - - - - 

* FP. 2373 3124 2704 Gateher 3004 -1 1925 14 83 114 

- FP. 18,712 776 714 Haffnc 7454 -84 aU£4 2.1 25 223 

$140 FP. 114 1474 984 HsartatUIdBln 1124 -1 - - - - 

100 FP. 175 125 1024 froagrated As Mg 125 j - - - - 

§ FP. - 99 99 hUBtotediC 39 - - - - 

§ FP. 169 1194 1124 fangtxtagsM 1174 - - -164 

290 FP. 1253 3574 323 Nonridl Untan 32*4 LI 16 13 4.1 119 

S FP. 615 227 2104 Roynttm Grp 2104 13 23 03 514 

$100 FP. 115 1204 1124 tS8S Grom 1154* -2 124 23 23 203 

§100 FP. 223 1124 107 ToppsTteS 1124 - - -113 

§3 FP. 534 4 34 Vratta Group 34 - - - - 

t Marram* fci restate* Mortal § Ptacfcg prioo. * Mgdudtan. For a fi# antentata n erf afl 
mhar arntete pMM ire « TM London 8»a Santo* now. 


■ Major Stocks Yesterday 

. VoL O0«MB Da/S 
000a pries raws 


at 

ASM&UJpt 

SfeMyNUtanait 

AUtours 


$100 FP. 
§100 FP. 
§3 FP. 


- - -164 

L103 13 4.1 119 
13 23 03 514 
L24 23 23203 


AKonce 5 LMcanor 
AIMd Domooqt 
Angto i Water 

ShciM 

Assoc, an Porte 

BAAt , 

BATIrdS.t 

B8A 

BICC 

BOCt 

sr 


394 SCted *1 

8300 1S44 -4 

2.300 M0 -274 

B2 11754 

7300 «4 -3 

grab -ii4 
3.100 419 -e 

460 855 -64 

1200 5B7J. -5 

700 1794 -7 

701 574 

1300 2634 *74 

2300 SMM *4l§ 


RIGHTS OFFERS 


Amouit Latest 
paid Reran. 


P up 

data 

Low Stocfc 

price p +or- 

205 r* 

10 Nl 

pm pwnhfn. 

20/6 19pm 
19/6 l*2pm 

16pm Pter Props 

3* pm Tadpole Tech 

17pm 

Tipm 

| FTSE GOLD MINES INDEX 1 


Jtei «chg 
13 aa day 

Jen Year Anna * P/E 
12 age yfaM « ratio 

Santa* 

Rgt Um 


ltadax(H) 155334 -13 155846 39175 


- 213033148888 


Mrira (14) 167336 -1J 170229 2B133Q 528 2173 29I73B 167338 

Aatateda n 172123 +03 1717.46 244036 239 1932 249139 171746 

Nor® Anaricapi) 1S0B43 +0.1 15W.17 185537 036 6212 188433 1335B4 

Oopgtegta. FTSE Manadonal UmBsd 1987. M dgta raaa v ad. Rgunaa In brac La t a mm 
rurre c» cornpantaa. Bten US OaOarm. Bass vtaur 100030 3Vt2«2. t ParlteL Latest pricaa 
ma imilria far ttte artnag 


508 3594 +1 

2Z3 vre4 
817 1075 -74 

__ . 7300 2174 *2 

Bpf «300 >984 -2 

BPS 108 3*34 -a 

BSkyflt *400 566 -74 

ert 16.000 468 -44 

erat 10400 1014 *24 

Bank of Socttandf 2.100 384 -124 

Bardayst 4300 12124 -384 

Boast 891 7894 *1 

BkiaCfccMt 3,-JOO 442 -84 

Boater 1000 904 -34 

Bootat 2300 74SM 

Bteric lie B4J4 -84 

Brit Aeroapocet 1.000 13814 -64 

BrttWi AOrwayst 3300 729 -J 

BrWah Btotach 1100 2334 •< 

BitthEnan 9300 1454m -34 

BrtOati Lancit 1300 5744 -8 

BrWhSaaalT 20300 1584 

BismnCareit 384 10414 -1 

Burtortf 4.100 1314 *3 

Cabte&Wrat 5.100 5814 

Cadbury Sctwappaat 1300 5984 

Caradon 1300 201 -4 

Carton Convna.t 1.700 302 -44 

Gamut 7300 694 -A 

Coate Wynto 5.100 133 -14 

Carom. Unkjrrf 1300 705«: -24 

Compoas 157 706 •« 

Ooatecn 1AOO 2344 -3 

CommddS 90S 352 -44 

Dataanr 332 287 

Dale hub 880 364 .74 

Oteonaf 1300 521 «34 

B4AP 218 761 -1 

aut aw ii87 -a 

Bactnacomps 905 43^x8 +8A 


90S 43&4*0 +91( 


FTSE Actuaries Share indices 


The UK Series 


Day’s 
Jui 16 c hgaS 


P/E Xd ad*. Total 
redo yid Raun 


FTSE 100 4745.1 -06 47811 4757A 47243 

FTSE 250 4557.1 -06 4566.1 45452 45086 

FTSE 250 OX IT 4564.7 -06 45917 45S10 45110 

FTSE 350 2295.1 -06 23126 2296.7 22813 

FTSE SSO ex tT 2294.7 -06 2312.4 22986 22816 

FTSE S50 Mghnr YWd 22209 -06 22406 22319 22166 

FTSE 350 Lover YMd • 23786 -0.7 23816 2371.7 2333,7 

FTSE SmaBCap 2283.81 -02 228851 2283.74 2281.10 

FTSE 9maKap m rr 228366 -02 228762 2285.61 228362 

FTSE Al-Stm . 2249.67 -072206.11 225269223765 

FTS E Afl-S hare ox IT 224868 -172265.482252^62237.10 

■ FTSE Actuaries Industry Sectors 

Day's 

Jtei 16 cnpaW An 13 Jun 12 Jtw 11 

10 MNBUL EXTRACnON|20) 459063 +U7 4561604467604448.16 

12 Extract** lndustrtBa(5) 4609L25 ' +074578684534.94448266 

15 Ofl. Wagnaadp) 474865 +06471061 4823684579^6 


Year ON. Net P/EX d ad*. Total 
jaW Jun 13 12 Aw 11 ago ytdtflt cover redo yid Ranxn 

-06 47811 47576 47246 37816 148 2.03 17.78 90.01 202569 

-06 4568.1 45456 45069 44826 369 169 2164 8964 190464 

-06 45917 4552.0 45110 45066 3.73 162 20.71 8264 191162 

-OB 23126 2296.7 22813 1901-1 149 164 1865 4177 2001.66 

-06 23114 22986 22816* - 151 165 I860 1167 1026.15 

-06 22406 22316 22166 1827.4 460 162 1568 51.72 164166 

-0.7 23816 2371.7 2333,7 19811 146 117 2138 35.16 1695.40 

-062288612281742281.102239.75 109 1.74 2133 35.64 193764 
-06 228762 2285.61226362124062 133 162 2084 38.17 1936.61 
-072266.11225269223765198761 148 163 18.73 4134 199197 
-072265.462251462237.10 - 360 165 1863 11.05 102156 
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ForatpiACol LT. 
Gan. Acddarat 
Qmm Bectf 
OteDWaBoonwt 
Olymrod 
Granadet . 
Grand MaLt 

oust 


Hateant 

HantereCnteteU 

ffiSan- 

Hyder 


- 360 165 1863 11.05 1Q23.56 


20 GEN INDUSTTtMLS(267) 

21 BulkSng & Cor*structionP51 

22 BuWng Matte & Marcta0O> 

23 Ch«nlca)9(26) 

24 Diversified lndo 8otato<16) 

25 aectronfc & Bao Equlp(3q 

26 E nQrio erinflPSl 

27 Engineering. Vehic*es(13) 

28 Paper. Pckg & Prtatingp7) 

29 Textiles & AppareHTO 


30 coNSurei gooos&q 

32 Alcohcic Beverages{7) 

33 Food Produc8raC29 

34 Household Goorte|17) 

36 Haann CreflS) 

37 Phanmacaudcate(ie9 

38 TotaqcoQ] 


40 satvicespTi) 

41 Dtatributors(30) 

42 Letevtj & Hot0fa(ai) 

43 Mer£a(44) 

44 Ftetaters. Pood(iq 

45 Ute, OenenKSB} 

47 Bnawarias. Pubs & Rust 522) 

48 Support Servicas©4) 

48 Uansporte?) 


3747.19 

1972.17 

141646 

193168 

2486.82 

130060 

210761 

2610.42 

295468 

211160 

1067,41 

4591.03 

321369 

3012.77 
298663 
2273 62 
737367 
483167 
170864 
2744.07 

3397.78 
4353.73 
216U34 
214365 
320663 
307105 
290162 


ay's Year ON. Not P/E Xd ad). Total 

&b% Jw 13 Jun 12 Jw 11 apo yWdH cow ratio ytd Return 

♦0.7456160 4487604448.16348861 363 101 18.88 88.75 2M8.64 
+0.7 457368 4534,94 448266 434037 362 268 1566 10460 140860 
+66 471061 482368 4579^6 3510.04 361 165 1866 04.47 218762 

-06 378264 378463 37B868 247140 165 121 3866 37.61 229565 

-0.7 1985.69 1959A6 192868 207868 467 168 18/49 37.48 112AA2 
-0.1 141763 140669 139564 1204.70 107 160 2168 25.16 123117 
-0.91950.lS1907.781B72681B15.il "4.16 2.78 1062 40.70 102064 
-1.02811702486682443/43250261 465 1.48 1960 62.18 123968 
+OA 1295.55 126766 127864 163062 660 260 11.16 3067 77063 
-16 214862 211563 2075.13 240567 174 164 21.77 1568 112765 
-06 203360 2585.11254192 247869 366 265 17.02 34.44 163869 
♦16291162288430284661302111 177 * t 54.73 199062 

-1.1 213842210966208265 2850.34 468 164 1168 54.71 92161 
_tP6 107462 105568 10*668 141461 066 160 19.15 41.78 7 ro ne. 
-064617.434607604551663587.85 131 161 2060 8861 177137 
-06 321B63 319766 3161.09 2738.00 4.12 1.88 1114 7866 122165 
+06 300664 297117 29*7.78 248464 188 164 18/41 6768 1427.40 
+0.6 296760 293160 292462 286362 148 132 1563 5S.44 123001 
+0/4 2263.43 2253.73 2229.16 212468 169 1.67 27.75 3962 143060 
-16744110746963 738181522164 260 1.71 29.13 104.77258862 
-16 4888634907.64473841 436174 560 167 1161 15173 128863 

-06 Z72116 270769 288867 257461 264 168 2161 47.06 1482.17 
-06 2750.18 272168 270343 295164 368 164 1860 5262 105162 
-06341964347268345065325364 172 1.03 2110 6163 188168 
-04 4371334379.05433137423561 268 161 2183 6968 181663 
-062185.10215182 215167206173 178 266 14.07 5166 144261 
-16215567 210468209067 214861 36? 266 1150 4562 1279.67 
-06321101 319062317746326369 149 119 1667 5262 159865 
-063088683107683091.11 240167 168 172 2742 2118 199860 
-19 292660 280546 287163 2395.85 346 160 2767 5665 1285X1 
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Johnson MnBhay 

KkXjfiahift 
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MR 

Martel Spanoarf 
Manwy Aatet Mant 
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NFC 

uteWaat Beat 
Nrend Oridf 
NtetetePoret 
Nentt 

Narthem Foods 
Nonwtei (Mon 
Onnpat 


3.000 8+1 

784 678 

1600 138 

1600 168J2 

330 83e>j 

1000 307 

1000 1271 

w 272 Jj 

3400 873*2 

4600 669*2 

gjnn BS3>2 

3*3 *55 

1300 278 

849 105012 

1300 660 

1600 laoo'-j 

10.100 745*2 

1600 4M 

4600 336*2 

ias» 111*2 

79a 584*2 

1300 IB1J2 

771 8rrS 

*» 374*2 

1500 8M 


678 -6*2 
168 -5 

»*2 -It* 


ana 

680 -h 


408*2 -7*2 


PoreGtet 

Promter Famaf 

ProwteM Rnsncte 

ftwiantiart 

REXAM 

RMCt 


ijeoa 726 -10 

286 284 -7 

1S00 340 

1600 803*2 -15 

244 700*2 -0*2 

1000 438 -10*2 

MOO 838*2 -18 

1700 J87*a -3*1 

648 138 

36» 200*2 +*2 

821 501*2 -16*2 

330 135 +5 

1800 535 4*2 

448 1312*2 -1B*2 

68 158*2 -2 

1600 137*2 jtd -* 

1BJ900 768 -41*2 

3600 223*2 -1*2 

1»» 602 -8 

1,000 743 -8 

1300 20e*2»d 

*48.700 324*2 

1000 212 -1*2 

688 107 -6*2 

1JOQ 026 

7400 12ted ***« 

1J00 OB 0 -10 

332 483*2 -7*2 

437 676*2 -3 


1000 615 -21*2 

1*200 278*2 -1>t 

788 1001*2 -9 

1500 238*2 -** 

4.100 _ 824 -30*2 

4^00 330 *1 

1200 894*2 +8*2 

832 368*2 

1.100 00012 4 

5, OK) US 4 

1800 702*2 ♦» 

1800 1100 +11*2 

1800 $04*2 -14 

1JOO 480 -13*3 

1100 624*2 -20*3 

P9 M <1 

1.700 388*2 

BW 1682*2 ^ 

1A0Q 888*2 

648 411*2 +1 

2M 388*2 -7*2 

1800 73 C 

8W 887*2 +1 


Rsrk&oopt 

Ractetatiearmnf 


FtosdMLt 

ear* 

Baltatet 


60 (JTBJTES(31) 

62 Electricity^ 

64 Gas Dhtribution(2) 

66 Tei«ajrmuj Hc a tK X'»3(8) 


-13 292190 2905^5 287163 2395.K* 3/46 IJO 27X7 S6J5 126SJ3 
-16 28318Z 2825.71 292198 2387.15 482 1.50 17J1 54.01 134BJ07 
-1.73191373167/403133.11255051 5« 2J» 11.05 10455 1781 .23 
+14 1921.12 1946^5 1937.94 1282.50 132 * *68.13 110109 


saw** ,8B 


atenaxiryt 

O c huJ ir g T 


-Oi 2421 ^4 2418.38 2430^4 2035.01 3.66 1.00 2016 13.53 1147.SJ 


70 FMANCIALS(106) 

71 Banks. flatetB) 

73 faisurarice(18) 

74 LMe AeaurantaCn 

77 Other RnanctaJ(2S) 
79 PfBB8fty(441 


8owvESTMa<r 


89 FTSE M-Shen(aOQ 
105 FTSfc AP-Share ex II 


FTSE Ftedglhg 
FTSE Fledqttiq ex IT 


rQB 2558^12536.85 2S38X5 2164JJ7 0X2 2-30 0.68 BS.18 iteiw 

-14 2285.79 2272A3 2251 45 2015.00 355 1P3 19P1 4^27 1 Si 1.59 

-1.9 4408.64 4405^4 4412.02 2870.66 3J3 2^8 1078 8165 1953.78 

-2J) 8721 .84 6704.85 6H5.10 3932.04 3U5 2J5 15.46 12000 2M3S0 

-1.7 179029 1791.14 1781.51 147038 4.82 053 10U5 54X9 1406JW 

-2-4487438 5016.783053343387/48 1S3 1.98 17.58121.002121^8 
-QJ 3228.28 3216.12 321247 2867.71 328 IPS 19.67 58.B1 1912.15 

-1 S 2027,43 2031 ,40 2028.74 1532 A* 323 1J1 29JS2 312S 1284J0 

-15 3487.67 3481.60 344190 3182.00 2.17 1.18 51 JOB 4088 1243J8 

-172266.11 22S2.99 2237.85 188721 3/46 133 1673 4234 1991.07 

-0.7 2285^62282-482237.10 - 330 IPS 1833 1U0S iiwasw 


Scontoh 0 Naar.f 

St*H)rta8wL 

Seoaah P o w t 


-0.1 129022 1285.98 1283.87 127610 3/06 181 5057 2143 139654 


FTSE AIM 

■ Hourly movements 

Op«n 9JO mop run 12-op HOP UJOO IBM WO tOghWayLowAtey 

1“ 4 ™-? 4742 - 6 4754 ' 3 47i5a 4744P 47405 47368 47363 4747.3 4777^ 4735.5 

jf 75 - 9 43723 456a ^ 45618 4582.7 4560J 45*.7 4537.1 4583^ 45569 

Z:*® 22910 Z300 - 2 2296.5 2205.9 2283B 2291 J 2291 J 2296.0 23111 2291.7 

? 28e ‘ 10 S 88 - 84 2286.30 228649 2285.08 2284.85 2283.83 2284.06 228112 2283.70 

FTSE All- Share 2263.63 2250.78 2254.54 2251 US 225148 224161 224178 224179 225047 228168 224165 

52 M SS I2S*SC*riKS2 Si.PafV*®*! FWE 100 1997 tt^c 4T«.1 tlHMT) Lo« 4M0 (1U1V97) 

Ume * FTSE M-Srt»s Ooy ' a high; 830 4M Dey* lOK 203 PM. FTSE A0M 1907 Hgte 3240.70 (1KWS7) Laic 1989.78 (B2IOU071 

Furttwr nfcxmatJon is maQabla on http^/Www.ftasxflm \ 

? *7^ ksarwkYial Umttad 1907. Al Rights mermoL “FT-SF and Tootsfa" re 

StWk E * BhBn 9 e «* Tlw Hnwetel T«*» and are 
usBdtiy FTSE inw mafl o n al undv ftoenca. 

1 SSS re CW ” 9W than3Qaren « 

«9«*»W. tone Change: Aspen Coinmortcatiora now Aspen {FTSE 


- 0.1 1297.76 T 2 Q 4 X 7 1 WM IMP 4 
+02 10610 10617 1067:3 


3/40 178 4190 2QXB 1402^2 
1.03 1C5 80.QQT 2.43 379/48 
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TIN 
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Thom 
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(MtodBteMa 
Wd. Nana A Mattel 
inudUtWadt 

vodteret 

WPP 1 

WaaanWre 


2.100 624*a 

are sea 

1.700 30812 

SM 1882*3 

1400 888*2 

948 411*2 

2M 380*2 

1800 73 

as 2#r*i 

1«0 7«M 

4JJOO 1277b +18*i 

1.800 970 ' 

188 318*2 

1/BOO 416*2 •* 

+.600 181 1, 

3^00 1067 -13*1 

»0 BIB -3*a 

5+0 +17*2*0 -»<+ 


74tt«g -8*i 
1277*1 +18*1 


WMbreaflt 

VAtemtWdg*. 


HUaetayt 

VMHNsWre 

Zaraut 


1» 882*2 -2^ 

57 era -3b 

1,100 Ball -23 

ai 2oo ^ 

12,700 ISO +n 

222 555 -ah 

1.800 173*2 -* 1 * 

W4 » * 

1900 368*3 * 

437 871 •+ 

58 771b 

ASM 181*3 *5 

1600 261*3 +1 

48 «ii*W -3A 

1200 17Hb 

423 467 +1*1 

«3 !W 

914 78+b ”1** 

838 853*3 +3*3 

5X0 903 b +6 

1203 2B5*i *? 

714 403*g t 1 

307 772b - 1 *2 

1000 320 -2*2 

871 140 -B 

1.200 500*3 ■* 

76+ 370*2 J* 

BIB 1941S * 
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Highs & Lows shown on a 52 week basis 
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Automatic Cal! Distributor 
(ACD) technology, 
which handles high volume 
in-coming calls, was 
pioneered by Rockwell. 

Rockwell 


httpviwww.rockwell.com 
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US shares Philips helps Amsterdam to another peak 


mark time at 
midsession 


AMERICAS 


Wall Street had a quiet 
morning as the inatn indi ces 
marked time after last 
week's impressive gains, 
writes John Labate in New 
York . 

The Dow Jones Industrial 
Average gained a mere 4.52 
by midsession at 7,784.75. 
while the broader Stan- 
dard & Poor's 50 0 index was 
also sluggish, rising just 0.9 1 
to 89118. 

The market seemed deter- 
mined not to give up any of 
last week's gains. “The mar- 
ket is flat, which so far is a 
normal digestive phase as a 
prelude to more mania,” said 
Mr. Michael Metz, chief 
investment strategist at 
Qppenheimer. 

He added that stocks were 
receiving support from the 
bond market as long-term 
yields continued to fall. 

Mr Laszlo Birtnyi at the 
Connecticut-based Birinyi 
Associates, a noted bullish 
commentator, said the quiet 
day fitted a strong historical 
pattern. “When the market's 
had a strong week, and last 
week happened to be the 
strongest ever, historically 
the subsequent Monday 
tends to be very desultory 
and uneventful and basically 
boring.” 

Small stocks also had a 
sluggish morning, following 
recent sharp advances, with 
the Russell 2000 virtually 
unchanged by midday. The 
technology-weighted Nasdaq 
composite index gained 3.82 


to 1,426.85 by 1pm, thanks to 
strength in the computer 
sector. 

Large high-tech stocks 
fared particularly welL Intel, 
the largest semiconductor 
manufacturer, rose $1% to 
$146%. while networking 
leader Cisco Systems gained 
$8 to $67*4. 

The biggest mover among 
the Bow constituents was 
American Express, which 
was buoyed last week by 
unconfirmed reports that it 
was back in merger discus- 
sions with Citicorp. With no 
new announcements, Ameri- 
can Express dropped $2 to 
$74%. while Citicorp was 
also down, off $'/■ at $120 %. 

Other big movers included 
Wal-Mart, the largest US 
retailer, which gained $% to 
$32% on news of a manage- 
ment reshuffle. 

TORONTO traded nar- 
rowly to emerge from the 
morning session with share 
prices mixed. Banks contin- 
ued to harden, but a number 
of leading stocks ran into 
profit-taking after last 
week's run of record highs. 
At noon, the 300 composite 
index was up 1.19 at 6,551.80. 

Banks made further 
ground. In spite of the recent 
weak US infla tion data, talk 
of a cut in Canadian interest 
rates continued to do the 
rounds. 

Royal Bank of Canada 
gained 25 cents to C$60.45 
and Bank of Montreal also 
pushed an upwards, adding 
20 cents at C$53.60. 


EUROPE 


Leading bourses traded 
quietly, not helped by the 
dull start on Wall Street and 
what looked like an uneasy 
compromise at the European 
summit, 

AMSTERDAM managed to 
notch -up another record 
with strong performances by 
Philips and PolyGram lifting 
the AEX index by 3.90 to 
849.99. 

Philips rose FI 4.40 to 
FI 121, helped by the 
strength of the dollar and 
hopes for good news at 
today's presentation by its 
Sound & Vision unit. News 
of film distribution rights 
hoisted PolyGram by FI 5.40 
to FI 1053 for a two-session 
gain of almost 10 per cenL 

Heineken. which is to have 
its cold filtered brands dis- 
tributed by a leading UK 
regional brewer, rose F12J5Q 
to FI 34550. Nedlloyd gained 
FI 1.70 to FI 51.40. 

DSM came off FI 2.70 to 
FI 191.5 after ING Barings 
lowered its 1997 earnings per 
share forecast by 6 per cent 
Akzo Nobel shed FI 3.90 to 
FI 262.1. Hagemeyer, up 
nearly 13 per cent last week, 
fell back FI £20 to FI 1045. 

Smaller caps saw a bounce 
for ICH Caland after the 
company explained that its 
forecast of improved earn- 
ings this year would not be 
affected by reduced ship- 
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building profits. The shares 
jumped FI 2^0 to F11ML5. 

FRANKFURT ran into late 
profit-taking after the Dax 
index had reached a record 
high in bourse trade. Wall 
Street's early weakness 
weighed on the market and 
the Ibis-indicated Dax fin- 
ished 2£S weaker at 3,7502, 
little moved by news of the 
EU agreement on a stability 
pact 

Export sensitive stocks 
were in focus. Bayer rose 22 
pfg to DMG7J58 in heavy 
trade. 

Hoechst rose 59 pfg to 
DM7034 an speculation that 
it might sell Messer Griesh- 
eim. its industrial gases sub- 
sidiary, to Linde, which 
picked up DM24 at DM1,324. 
Hoechst declined to com- 
ment on the report 

Analysts noted Hoechst 
has been spinning off subsid- 
iaries in recent months but 
they added that the company 
appeared more Interested in 
planing Messer shares on the 
bourse than selling 


the company outright. 

Commerzbank slipped 
55p£g to DM49.65 after a 
report that the bank's for- 
mer chairman, Mr Walter 
Seipp. was told several years 
ago that the bank was evad- 
ing taxes. Yesterday, the 
bank said that it has agreed 
to pay some DM450m in bade 
taxes to the tax office in 
Frank furt. 

STOCKHOLM featured a 
record high for retailer 
Hepnes&Maurtiz but other- 
wise traded quietly. The gen- 
eral index finished 4.06 
higher at 2319.38. 

Hennas surged more than 

6 per cent after strong six- 
month profits sparked earn- 
ings upgrades. Paribas, 
which has the shares on 
hold given a p/e in excess af 
30, stepped up its estimates 
of warning s pa- share for this 
year from SKr7.60 to SKrg. 

The shares, which fell 
steeply last week following 
the move from A to O board 
listing, jumped SKrlJUj to 
SKx285£ in L3m traded. Sen- 


timent was also underpinned 
by a company roadshow, 
starting in London today 
and moving on to the US 
later in the week. 

Electrolux, recently a 
strong market on restructur- 
ing news, was the main tar- 
get for profit-taking. The 
shares slipped SKriO to 
SKr532. 

PARIS edged lower alter a 
session marred by technical 
difficulties with hs quotation 
system, which at one stage 
brought trading ito a halt. 
The CAC 40 index dosed off 
2.42 at 2,795-8? In volume of 
9.3m shares. 

Retailers were out of 
favour with Promodes losing 
FFr24.00' to FFr2,151 on 
profit-taking and Carrefour 
shedding FFr61.00 to 
FFr*L224_ Pinault-Printemps 
came off FFr24.00 to 
FFtttJIXL. 

Selected gains took in 
Canal Plus, up FFr15.00 at 
FFr1,045, and car compo- 
nents group Valeo, which 
added FFr4 at FFr375. 

ZURICH was easier In thin 
volume as recent gains were 
again consolidated. The SMI 
index eased 22.6 to 5,362.0. 

Sulzer was among the 
day's winners, closing SFzlO 
higher at SFrL340. after 
reaching an all-time high of 
SFrl.384, as the company 
released details of the IPO of 
its medical unit, Sulzer 
Medica. 


H* 

Sham price and index rebosod 



aoKgrOnna?. 

Swiss Re rose SFr€ at 
SFrl,966. Dealers said that 
completion of a large sell 
1 order on Friday had helped 
the stock. 

Amnng financials, CS 
Group lost SFT2J25 to SFrl89, 
stfll under some pressure 
after rumoured plans for a 
merger or spin-off failed to 
materialise. UBS was 
marked SFrl6 lower at 
SFrl,679. 

A SFrl2 rise in SMH to 
SFr899 was attributed to 
upbeat sales projections for 
its Smart car joint venture 

with Daimler-Benz. 

MILAN had a mixed day, 
moving sharply forward 
early in the session on hopes 
of a breakthrough at the EU 
summit. But shares pulled 
back later when agreement 


was announced for a stabil- 
ity pact- The Comit index 
was 7.08 better at a high for 
the year of 800.86 but the 
real-time Mibtel index 
turned bade from a peak of 
12,881 to dose 7 weaker at 
12.754, 

Fiat gained L105 to ML14Q 
after Mr Cesare Romiti. 
chairman, told shareholders 
at the company's annual 
meeting that sales this year 
would rise by around 15 per 
cent and pretax profits 
would at least match the 
1996 level. 

Mr Nicholas Potter at Cre- 
dito ItalianO said that the 

market appeared to be bet- 
ting on an extension of the 

government's car sales 
incentives scheme beyond 
its original September clos- 
ing date. He said the scheme 
had proved financially 
advantageous both to the 
government and the com- 
pany and it contained a valu- 
able element of job creation 
at Fiat and in the automo- 
tive components industry. 

TEL AVIV was broadly 
highs' after the release uf 
lower than expected infla- 
tion data for May triggered 
by expectations of a cut in 
the central bank’s key lead- 
ing rate. The Mishtanim 
index rose 4.71 or 1.6 per 
cent to 294.61. 

Written and edited by Michael 
Morgan and Jeffrey Brown 



Nikkei at high for year as Hong Kong rebounds 


ASIA PACIFIC 


Caracas builds on gains 


CARACAS continued to 
make rapid upward progress 
building on last week's 
strong gains with a further 
advance for the IBC index, 
which at midsession was 
135.33 or LB per cent higher 
at 7,670.87. 

“The country’s back in 
fashion. Prospects look 
good," said one broker citing 
last week's approval for 
ground-breaking labour 


reforms and the round of oil 
auctions, which netted Vene- 
zuela $2.1bn in foreign bids. 

MEXICO CITY rapidly 
reversed early gains to end 
lower at midsession. The IPC 
index was off L91 at 44242.72. 
Corporadon Geo was a firm 
feature, adding 80 centavos 
to 41.40 pesos after the build- 
ing group announced plans 
for an $80m international 
share offering. 
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Austria 

-0.19 

+3.69 

+1430 

+1539 

+6.92 

+2.18 
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+2.40 

+4.87 

+3638 

+2636 

+1639 

+11.81 
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+46.10 

+23.43 
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+1233 

France . 

+2.69 

+0.60 

+31.09 

+1935 

+11.17 

+635 
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+1136 
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+0.73 

+1.40 
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+242 
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Tokyo reached a high for the 
year as a stable dollar helped 
Nikkei futures to advance in 
Chicago and encouraged 
arbitrageurs to buy cash 
stocks, writes Gwen 
Robinson. 

The Nikkei 225 average 
ended 152.72 higher at 
20,681.07, after moving 
between 20,549.35 and 
20,778.0. The market was 
encouraged by New York's 
further advance on Friday 
and solid buying by foreign 
investors of large-capital 
issues, including steel and 
shipbuilding stocks. 

Signs of renewed calm in 
foreign exchange markets 
benefited blue chip export- 
ers. Domestic pension funds 
also stayed on the buy side, 
although traders said there 
was some disappointment 
that public funds were not 
more active. 

Volume fell to an esti- 
mated 315m shares. 
Advances led declines 613 to 
460 with 190 unchanged. 

The Topix index of all 
first-section stocks rose 11.94 
to L542.19 and the capital- 
weighted Nikkei 300 was up 

Johannesburg was closed for 
a public holiday 

2.88 at 29&50. In London, the 
XSE/Nikkei-50 index rose 1.57 
to 1,620.45. 

Blue-chip exporters gener- 
ally advanced. Honda rose 
for the first time in eight 
trading days, up Y140 to 
Y3.440. Fujitsu gained Y2Q to 
Y1.500. Sony advanced Y30 
to Y9.910 and Hitachi, the 
day’s most active Issue, rose 
Y40 to Y 1,300. However, TDK 
fell Y130 to Y83TO and Pio- 
neer Electronic shed Y40 to 
Y2, 680- 

Shipbuilders and steelma- 
kers rose on foreign buying 
interest Nippon Steel gained 
Y10 to Y355, Kawasaki Steel 
Y10 to Y356 and Sumitomo 
Metal Industries Y14 to Y316. 
Mitsubishi Heavy Industries 
rose Y9 to Y855. 





Banks and securities 
houses gained ground. 
Industrial Bank of Japan 
and Fuji Bank each picked 
up Y40 at Y1.580 and YL700 
respectively. Nikko Securi- 
ties rose Y14 to Y707 and 
Daiwa Securities Y9 to Y910. 
Dai-Ichi Kangyo Bank and 
Nomura Securities both 
advanced in spite of the wid- 
ening scandal over their 
Involvement with racke- 
teers. DKB rose Y20 to 
Y1.400 and Nomura Y30 to 
Y1.480. 

In contrast, Jusco, whose 
president was arrested on 
charges of involvement in 
the DKB scandal, foil far the 
fourth consecutive trading 
day, shedding Y30 to Y3»760. 

In Osaka, the OSE average 
added 13L95 to 21,414.17 and 
volume eased to 14.2m 
shares. 

HONG KONG rebounded, 
helped by the launch of the 
Hang Seng China affiliated 
corporations index of 32 red 
chips. However, analysts 
cautioned that worries about 
the outlook for the local 
property market could pro- 
duce more volatility ahead. 

The Hang Seng index 
closed 282.05 or 2 per cent 
higher at 14^394.60. The new 
red chip index surged 7.3 per 
cent from its theoretical 
level on Friday. 

Overall turnover was a 

robust HK$15-3bn. 

The Hang Seng index fell 


more than 500 points last 
week, partly on fears that 
the government would 
impose measures to curb spi- 
ralling property prices. 
Including issuing new guide- 
lines to banks on mortgage 

lending . 

Among the red chips, 
China Merchants gained 
HKJ1.35 to HK$16.60 and 
China Resources jumped 
HK$L45 to HK$27.65. 

The utility sector led blue 
chips, followed by the com- 
mercial and industrial sec- 
tor. Hang Kong Telecom HK 
rose 55 cents to HK$16.90 
and China Light jumped 
HE$1 to HK$43J30. 

Meanwhile, mainland Chi- 
na’s equity markets were 
higher as they continued to 
rebound after recent falls. 


which followed Beijing's 
crackdown on e xcess ive 
speculation. SHENZHEN'S 
hard currency B index 
jumped 2 per cent to 149J2 
while its SHANGHAI coun- 
terpart picked up 1.5 per 
cent to 86.219. 

Local analysts commented 
that the crackdown on spec- 
ulative trading should mak e 
the markets more attractive 
to foreign investment funds 
since any move to clarify 
trading rules was good news. 

SYDNEY moved to a fresh 
record high, as banks contin- 
ued to advance. The All 
Ordinaries index rose 14-0 to 
2,689.3. 

Commonwealth Bank 
closed rose 46 or 3.2 per cent 
to A$15 and ANZ Bank 
gained 20 cents to A$9.85 


amid speculation about a cut 
in interest rates and talk of 
special dividends. 

Coca-Cola Amatil gained 
25 cents to A$15^0 and Lend 
Lease put on 25 cents to 
A$26.55. Publishing and 
Broadcasting rose 24 cents to 
A$7.24. 

JAKARTA ended higher in 
active trading on foreign-led 
buying. The composite index 
rose 6.67 to 705.29. 

Dealers said sentiment 
was buoyed by reports of 
strong car sales in May plus 
profit upgrades for a number 
of leading companies. 

Astra rose RplOO to 
Rp7,050 and Ramayana Rp50 
to Rp6,600. 

Bank Tntpmasional Indon- 
esia hit a high for the year 
Of Rp2,175, up Rpl75. 


TAIPEI continued to push 
higher, helped by the recent 
strong performance on Wall 
Street. At the close, the 
weighted index was up 38JJ7 
or 1.6 per cent at 8,640.45. 

Electronics stayed firm 
with the sector adding more 
than 4 per cent. Taiwan 
Semiconductor rose by the 
daily 7 per cent limit to 
TS102 and Macro nix also 
rose by the limit to T$65.5. 
United Microelectronics 
advanced TS3.00 to T$38_ 

BOMBAY featured a sharp 
Call In rrc. the tobacco and 
hotel conglomerate, amid 
rumours that a foreign fund 
had booked profits in the 
stock. 

The BSE-30 index foil 4.58 
to 4.025.41 while ITC tumbled 
RS53-25 to RS461.75. 


FT/S&P ACTUARIES WORLD INDICES 


The FT/S&P Actuates world Indices are owned by FTSE mtamatranm Limited. Goldman. Sachs & Co. and Stands^ & Poor's. The Indices are compfed by FUSE 
international and Standard & Poor's In eonfmctJon with the Faculty of Actuaries and the Institute of Actuaries. NatWest Securities ltd. was a qo-taundar of the tKficee. 
NATIONAL AND 

FRIDAY JUNE 13 1997 '■ — 


REGIONAL MARKETS 
Rgunas in parentheses 
show number of Rnes 
of stock 


US Day’s Pouid 
Doiar Change Sterling 


Index 


Index 


Yen 

Index 


DM 

Index 


Local Local 
Currency K chg Dtv. 

index on day Yield 


THURSDAY JUNE 12 1997 DOLLAR INDEX 

US Powd Local Year 

DoUr Sterling Yen DM Cursney52 weekG2 week ago 
Index Index Index Index Index Ugh low (approx} 


Austria (24) ........ 

Belgium (26) 

Brad (HQ 

Canada (112) 

Domain (32) 

FWand (281 

France pi) 

Germany (56) 

Hong Kong (66) 

Indonesia (27) 

Wand (17) 

Italy (59) 

Japan (+85)- 

Malaysia (107) 

Mexico (27) 

NeChertand (IS) ...... 

New Zealand (14) ._ 

Norway (41) 

PftSppInea (22) — 
Singapore (42)— , 

South Africa (44) 

Spain (35) 

Sweden (49)— 

Switzerland (35)—. 
ThaSand (43) .... 

United Kingdom (21 

USA (649) 


.234.57 

03 

21236 

170.07 

21133 

20734 

13 

3.71 

23237 

211X71 

16738 

20054 

206.59 

23437 

18844 

19953 

134.05 

-04 

17533 

14039 

17532 

17534 

04 

130 

19438 

176.74 

14036 

174X17 

17439 

20052 

174.70 

182.16 

254.67 

-04 

290.79 

18437 

230.00 

225.19 

04 

3.17 

235.67 

23137 

184.14 

229.15 

22433 

25557 

20070 

21158 

.^386X16 

08 

25934 

20740 

2S8.45 

56532 

07 

127 

28434 

25737 

204.79 

25435 

56157 

20656 

18458 

16438 

212.99 

03 

193.10 

154.43 

19243 

21237 

07 

134 

211.11 

19146 

152XJ5 

18022 

211.11 

21239 

154.12 

16959 

38738 

-03 

35139 

28078 

34937 

348.53 

03 

145 

38831 

352.15 

279.67 

346X13 

34631 

39153 

29019 

29019 

37S87 

-08 

249.92 

19937 

24930 

30149 

-0.1 

131 

277.82 

2S135 

200.09 

24930 

301.71 

27954 

18067 

1B439 

— 327.44 

0.7 

206.19 

164.90 

20648 

20932 

13 

2.71 

22533 

204.89 

162.72 

20250 

20651 

23234 

16654 

195.32 

21537 

ai 

19535 

156.15 

19437 

194J7 

03 

145 

215.13 

195.10 

15434 

19231 

18281 

21850 

168.70 

189.79 

402.89 

13 

44685 

35738 

44531 

48932 

13 

3.08 

485,72 

44049 

34933 

435.34 

48288 

52858 

407^1 

423.19 

24237 

04 

219.92 

17537 

219.16 

361.39 

03 

i.es 

241.63 

219.13 

174.03 

21837 

309.68 




.._..353.50 

0.4 

32049 

25630 

31938 

328.70 

0.7 

2.88 

35134 

319.18 

25S48 

31544 

mss 

35340 

27008 

28728 

0121 

1.9 

8334 

66.57 

62.95 

117.03 

ae 

2.15 

oan 

81.72 

64.90 

80.76 

114.04 

9632 

7336 

8052 

136.76 

-03 

123.99 

69.18 

12336 

99.16 

04 

079 

137.18 

124.41 

9830 

12255 

9850 

16835 

10757 

155.04 

S2132 

-1.7 

47233 

37737 

47039 

504.60 

-1.6 

138 

53029 

480-91 

38133 

47029 

51232 

68055 

51010 

85137 

.....151623 

-0.1 

1375.15 1099.75 137039 131B6.B0 

-0.1 

141 

151833 1377.50 1093.97 1301.391321536151833 111085 121440 

388.73 

05 

35242 

28134 

35130 

346.79 

13 

224 

38637 

36034 

Z7B.70 

34633 

34244 

388.73 

27958 

26540 

90.75 

-1.1 

8238 

6530 

81.99 

6837 

-09 

4.T1 

9120 

8325 

08.12 

8258 

7052 

95.60 

7854 

7064 

310.00 

-03 

281.12 

224.82 

280.14 

305.98 

0.7 

2.01 

311.07 

282.11 

224.04 

27831 

30334 

32133 

24004 

MSW» 

167.82 

03 

152.14 

121.67 

15132 

220.63 

02 

.035 

16746 

15137 

12061 

15010 

22014 




— 385.68 

-0.8 

34836 

27936 

34835 

253.65 

-03 

120 

38734 

351.73 

27934 

347.82 

25446 

44001 

38058 

41558 

381.00 

-0.6 

32736 

261.74 

328.15 

35026 

-0.4 

2.44 

383.01 

32921 

26145 

32536 

35855 

37012 

30149 

364.28 

...m.35748 

-0.4 

233.44 

18069 

232.63 

285.92 

02 

229 

25830 

23443 

18018 

231.68 

28533 

26242 

17151 

18073 

488.72 

1.0 

423.12 

33838 

42136 

63836 

1.0 

1.84 

46227 

41923 

332-94 

414.33 

53156 

46751 

334-35 

354.44 

-....30035 

02 

27230 

217.77 

27138 

28939 

04 

124 ’ 

299-87 

27135 

21537 

26076 

26832 

301.09 

231.69 

234.11 

3534 

-63 

50.44 

4034 

5027 

55.74 

-2-8 

5.80 

81.94 

5533 

44.18 

5458 

6735 

17252 

5554 

16008 

— 30831 

0.7 

279.42 

223.46 

27846 

27942 

0.6 

331 

30620 

Z77.69 

22053 

27444 

27758 

30631 

KSflftS 

233.10 

—.361.54 

1.1 

327.77 

282.13 

32634 

38134 

1.1 

139 

35752 

32423 

25749 

32044 

35752 

36154 

254.79 

27238 


Americas (8l6)_ . — 

-.330.74 

1.1 

28925 

239.79 

29851 

27852 

1.1 

1.69 

Europe (727) 

—■287-79 

05 

242.70 

104.16 

£41.94 

249.73 

09 

257 

NonSefiSQ) 

...399. 54 

04 

38222 

289.68 

36057 

39837 

0.7 

1.81 

Padfc Basin (882). 

— 153.92 

-0.1 

13954 

111.80 

130.06 

112.68 

04 

136 

Euro-Pacific (1609) 

-201/43 

02 

18251 

14004 

181.98 

18433 

0.7 

138 

North America (761) — 

-.552.40 

1.1 

319.48 

25550 

31838 

35155 

1.1 

1.70 

Europe Ex. UK (515) — . 

-24015 

04 

217.72 

174.12 

21857 

.227.89 

13 

138 

Pacific Ex. Japan (397).. 

—30351 

02 

27552 

22034 

274.57 

25086 

05 

2.79 

World Ex US (1022) 

...205.17 

02 

18001 

148.76 

18538 

171X14 

05 

157 

World Ex UK (2259). 

— 240.89 

06 

22055 

101.18 

225.77 

22037 

03 

1.65 

Wortfl Ex. Japan (1986)_ 

-31056 

05 

26016 

2285S 

2B5.17 

30552 

1.0 

235 


327.15 
28653 
388.01 

154.15 
201 JOS 
34051 
239.27 
30284 
204.74 
24831 
31204 


296.69 

241.72 
30035 
139 JO 
18233 

316.00 

217.00 
27445 
185.68 
225.19 
28090 


235.62 29022 
10197 23080 
28&B5 358.73 
111-03 138.17 
14430 100.19 
25101 31237 
17233 214.46 
21 ail 27143 
14748 18351 
17004 222.55 
22540 28058 


27552 330,74 
247.80 267.79 
39544 40156 
11523 17U8S 
16327 20143 
347 JO 35240 
2255S 24015 
20549 320.65 
10097 205.17 
31033 34009 
302.90 315.66 


233H9 

204.71 

29145 

127.18 

17355 

240.85 

185.65 

20097 

17094 

199.58 

233-10 


24053 
20009 
30347 
10750 
184,86 
26541 
19151 
284 04 
188.04 
210.70 
24453 


Pw Worid tedex (2471), — 254.91 0.6 231.10 184.02 230.30 225.75 0.9 154 25339 229.71 18243 227X12 *>382 28451 TWO 212.74 

CwiWi*. F1SE Hematknd Lmtal QchJman. Seda dna Ox ana StlMre 4 AWS. 1997- Al ngM, m e w ri . “RVStP ^ * — **b- k ■ inka mtiJnvk af nu Tmi liM TimWii ■ 


The Euro is 
trading today 
on LIFFE 


The June 1 999 Three Month ECU trades on LIFFE 


Today, LIFFE listed the June 1999 Three 
Month ECU future, actively supported by 
the Designated Market Makers. Subject to 
EMU going ahead as anticipated, this con- 
tract wrili be denominated in Euros with a 
simple *0110 for one* contract conversion. - 

LIFFE is already by far the most active European 
exchange in post January 1999 maturities, with 
the widest range of LIBOR based money market 
futures. All these contracts can settle against the 
Euro LIBOR if and as long as the respective 
currencies participate in EMU. 

Whatever your views, LIFFE offers you the 
best, most flexible and safest way to man- 
age the transition to EMU. 

To find out more please contact Katie 
Velasco Anton on 0171 379 2401 or Stuart 
Mortimer-Walker on 0171 379 2087 or visit 
our web site at http^/www.liffe.com/ 


Three Month ECU future 

With the active support of the Designated 
Market Makers 
• 

Istituto Bancarfo San Paolo di Torino S.pJL. 

• 

Krodietbank H.V. 

m 

NatWest Bank pic trading as 
Greenwich NatWest Futures 
(acting on behalf of NatWest Markets) 

• 

SGF Chase Futures A Options 
(acting on behalf of 
.The Chase Manhattan Bank) 



Years 


The London International Financial 
Futures and Options Exchange 
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